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NOTICE TO READERS 


Due to customer demand, FBIS plans to begin publishing statistical 
material from Russia and other independent states of the former Soviet 
[)nionin the EBIS Datly Report: Central Furasia (PF BIS SOV series) asa 
weekly Supplement titled “Economic Review.” Statistical material now 
appearing in the FBIS Report: Central kurasia (EF BIS-USR series), which 
has a smaller circulation, wil! temporarily be double published in both 
reports through 28 September. Economic material which refers to polt 
issues rather than statistics wall continue to be published in the EP BIS 


USR series, pending turther review 


New customers should subscribe to the EBIS Daily Report: Central 
Furasia (FBIS-SOV. series) to obtain the weekly Central burasta 
Economic Review tn the future. Currently Datly Report customers will 
receive this Supplement automaticalls 


This report contains information which is or may be copyrighted in a 
number of countries. Therefore, copy: ig and/or further dissemination of 
the report is expressly prohibited without obtaining the permission of 
the copyright owner(s) 
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Russian Attitude Toward North Korean Nuclear 
Program 

M640118S34 Moscow KOMMERSANT-DAILY 

l/l Kk li d? } Sep Y4 p 4 

(Andrey Smirnov report: “He Can Eat It, But Who Will 
Give It to Him?”] 


'lext! Following the Geneva negotiations with the United 
States, the DPRK has agreed to wind down its military 
nuclear program, and Washington, “in gratitude,” has 
promised not to impose sanctions and to grant assistance 
for the modernization of the DPRK’s reactors. Russia, 
however, in the shape of the Ministry of Atomic Energy, is 
now expressing an eagerness to take part in this program. 
The struggle for the project (it will cost $4 billion) will be 
uneven: Western investors would like to see Western 
manufacturers as the recipients of the money. 


| 


Viktor Sidorenko, deputy minister of atomic energy of 


Russia, declared in an interview with ITAR-TASS 
itly that Russia’s atomic scientists are prepared to 
participate actively in the replacement of the DPRK’s 


iphite reactors with light-water reactors (as our KOM- 
orrespondent was told at the Ministry of 
mic Energy, the latter are distinguished by the fact 
that their spent fuel contains far less plutonium). An 
lent on the modernization of the DPRK’s nuclear 

power Stations was reached with the USSR back 1n 1985. 
It was planned to supply North Korea with four 440- 
megawatt VVER reactors (operating on light water), on 
credit, what is more. The project was frozen in May 1992 
onnection with the Korean side’s termination of its 


Russia is now prepared to supply a new, more powerful 
(640-megawatt) generation of VVER reactors (as our 
KOMMERSANT correspondent was told at the Min- 
istry of Atomic Energy, a feasibility study of the project 
has already been prepared). The funding would be 
med by an international consortium. The problem ts 
at as yet only Japan (and according to rumor, at that) 
nsents to the money going to Russian manufacturers. 
consortium (primarily the 
L'nited States) have in m'nd only their own. 


The other members of the 


Ambassador Views Israeli Treaty Anniversary 
9441 15334 Moscow NEZAVISIMAYA GAZETA 


, ‘er 1?) J 1 JED Q4 pp i ? 


(Exclusive interview with Daud Barakat, ambassador of 
Palestine in the Russian Federation, by Mikhail Karpov; 
place and date not given: “Meeting With the Homeland 
After Half a Century”] 


| Text] Exactly a year after the signing in Washington of 
the Palestinian-Israeli agreement, Mr. Daud Barakat, 
ambassador of Palestine in the Russian Federation, 


INTERNATIONAL AFFAIRS ! 


[Karpov] Mr. Ambassador, how do you evaluate th 

period since the Washington handshake between Men 

achim Begin [as published] and Yasir Arafat? What has 
really been done to embody the 
achieved at that time? 


accords that were 


{Barakat] I have first of all to confirm that this was a 
historic event. After so many years of conflicts and wars 
the Palestinians and Israelis have finally signed a peace 
agreement. Now the task ts to ensure that both parties do 
everything to achieve the desiucd result 


It has all been difficult, of course, but the main thing 1s 
that a Palestinian administration in the Gaza Strip and 
Jericho has been created and has assumed responsibilit 

for the management of these territories in various walks 
of life: education, health care, development of tourism 
and certain other spheres. There remains something 
about which we, as 2'so the Israelis, have to concern 
ourselves—the creation of machinery regulating fina 
cial relations. From the collection of taxes throug! 
customs duty. The Israelis are to hand over to us all tl 

requisite documentation, which has not 


yet happened 


[Karpov] What do you think about the overall progres 
of the Near East peace process? 


[Barakat] I believe that for both the Arab countries and 
for the Israelis affiliation to it was a strategic decision in 
favor of peace. Only the details remain unsettled. Wi 
have made our choice, although it was for us the most 
difficult, possibly, and our path toward peace will be 
perhaps, very long. But we have taken the first step. | 
hope that Israeli troops will have been withdrawn from 
the Gaza Strip and Jericho before the end of the year 


Israel has no problems with Jordan, tt would seem. Nor 
with Lebanon could there be difficulties 
There are, after all, the UN decisions, which both the 
Israelis and the Lebanese accept. It 1s necessary only to 
comply with them. 


SCC MINE 


With Syria things are more complicated. But I believe 
that since agreement on the withdrawal of Israel troops 
from the Golan Heights has been achieved 1n principle 
and there 1s full understanding on the Syrian side also of 
the need for the establishment of an all-embracing peace 
only the details need to be settled. 


[Karpov] Mr. Ambassador, allow me a personal ques 
tion. You had not been in Palestine for 30 years and wer 
recently, finally, given an opportunity to visit. What did 
you see and feel? As a man and as a Statesman” 


[Barakat] It was 30 years since | was on the West Bank of 
the Jordan and in the Gaza Strip. As far as Palestine 
generally, as a geographical concept, 1s concerned, | had 
not been there for half a century. I mean by this the part 
of Israel where it was once to have been located. Speci! 





describes in an interview with NEZAVISIMAYA ically, Jerusalem, in the eastern part of which | was 
C;,AZETA the progress of the Near East peace process. brought into the world. 
[his report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/o1 | 
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| have never known it. What must a man feel on seeing 
for the first time the house in which he was born. That 
Israelis are living there now, let it be, | was affected more 
emotionally by another episode 


Imagine you are crossing the bridge over the Jordan and 
you are greeted with an army welcome by an Israel 
officer in full gear and with weapons. The first meeting 
face to face. Quite a friendly look. But at the same time 
you realize that this person is still at his post here, as 
betore! He symbolizes the presence of the occupation 
authorities. And you remember that, according to the 
Washington agreement, control of the bridge over the 
Jordan and other crossing points has at some time to 
revert to the Palestinians 


Seeing your tamily and children, who have long been 
grown up and who have children of their own, your 
schoolmates, whom you do not recognize immediately 
need we mention the feelings that envelop vou? Espe- 
clally since you have to immerse yourself in the problems 
of all these people 


Ot course, five weeks was clearly insufficient tor this. But 
I was, all the same, able to visit Tel Aviv, Haifa, Jaffa 
Nazareth, other cities [he Palestinians live every- 
where, after all. It was very important for me after half a 
century to establish contact with these people. With the 
most diverse people: journalists, members of the Knes- 
set, ordinary Palestinians living in the state of Israel and 
recognizing its right to exist. For we have to think about 
them also. About how to improve the s'tuation in which 
they have found themselves. They should have an oppor- 
tunity to avail themselves of all civil rights in full. And 
they have had plenty of grief. Imagine, until 1970 the 

lived under state of emergency conditions and were not 
seen as regular citizens of Israel. Now the situation 1s a 
little better. Seventeen percent of the population have 
their own deputies in the Knesset and are represented in 
the government by two state secretaries and employees 
of the administration and the courts. Little by little 
everything 15 getting better 


And what. perhaps, 1s the most tmportant thing to which 
the peace process has contributed is the establishment of 
contacts between the Palestinians from the Gaza Strip 
and the East Bank of the Jordan and those that live in 
Israel. | consider this a good thing both for us and for the 
Israelis. Links at the human level. There should not be 
much that divides us. We need open paths into the future 
in order to create for 5-6 million people on this generally 
small territory an opportunity for joint, good-neighborly 
habitation 


[Karpov] What can you, Mr. Ambassador, say about the 
economic situation in Gaza and Jericho? 


[Barakat] The situation in Gaza 1s different from the 
West Bank. Jericho 1s a small town, whose problems are 
quite easily resolved. Gaza 1s a different matter. There 1s 
an indigenous population of 200,000, and there are 
700,000 refugees, living, what 1s more, under conditions 
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tnat are below any level that man deserves. Unemploy 
ment 1s reaching 70 percent. But the situation ts not 
hopeless 


Private initiative has been revitalized with the departure 
of the Israelis. Four hotels have been built in this short 
space of time, and 18-story houses are being erected 
People feel free and, naturally, wish not only to make an 
income but to revive their homeland also. This will bear 
fruit in the form of an increase in the authority of the 
Palestinian state also. 


| hope that all these initiatives will be supported from 
outside. The area 1s not that big, and everything needs to 
be done to ensure that the refugees are resettled from 
their camps in living quarters in keeping with human 
dignity as soon as possible. This may be achieved only 
with the aid of the world community. The development 
of the construction industry will simultaneously play a 
decisive part in the fight against unemployment also—it 
will, after all, create new jobs. Our ambitions extend as 
far as the construction in the next five years of 250,000 
dwellings. So the present Palestine should become an 
immense construction site 


([Karpov] Just about every day brings news of clashes 
between the Palestinians and the Jews, unfortunatels 


[Barakat] And this will continue for the time being, alas 
An entire apartment house was blown up last week in 
Moscow. It 18 not, unfortunately, that simple to curb 
violence even here. With us this may be achieved only 
when the majority have jobs and when their thoughts are 
taken up by the latter, their family, and the future 
Extremism, however, 1s always based on a certain eco 
nomic situation. And it 1s serious 


The Israelis must understand this. My native Jerusalem 
has for two years now been living under conditions of 
isolation. People from the West Bank do not have 
unimpeded access to it. But such a city, which lacks tts 
own industry and, generally, everything, may live only 
thanks to its environs. When people from the nearly 
villages and townships come to it for purchases. But 
have the right to entry only with special permits and 
have to have left Jerusalem by seven in the evening, 
which gives rise, naturally, to a sense of bitterness. peace, 
but incomplete. A person cannot, for example, when he 
feels Ike it, call on his relatives, although he lives only 
some 10 km or so away. But I hope that the Israelis will 
find a solution and that there will be an open border 
between Gaza and the West Bank and other provinces. 
[he problem of Jerusalem will be resolved later, but 
there would continue to be grounds for conflict even 
without this 


[Karpov] It is often heard that Russia 1s being undesers 
edly shunted aside from active participation in the 
development of the Near East peace process. What do 
you think about this and about the role of Russia and 
Viktor Posuvalyuk, special representative of the presi 
dent, generally? 
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{[Barakat] There is no doubt that the influence of the 
Americans on the course of the settlement process is 
stronger. They see the Near East generally as a zone of 


their interests to this extent or the other. But the role of 


Rscva and its special representative cannot be underes- 
timated, in ray view. It is possible even that the Russians 
are for us a kind of fire brigade. If there is something on 
which we cannot agree with the Israelis directly, we 
resort to the mediation of the Russians. The Israelis 
sometimes understand you better. And it 1s extraordi- 
narily important when, ina conflict, there 1s a possibility 
of recourse to quiet, composed diplomacy that is ulti- 
mately successful 


But let us return to my personal impressions. Russia has 
always performed a significant role in Palestine. It was 
reduced to zero merely with the implementation of the 
British Palestine Mandate following the October Revo- 
lution. | saw a multitude of Russian buildings: hospitals, 
schools, churches, monasteries. They are still there. They 
merely need new life to be breathed into them. And I 
believe that the Russian Orthodox Church could per- 
form the leading role here. 


The majority of Christian Palestinians are Orthodox, 
incidentally. Some 10-12 percent of the population ts not 
that small a number. There 1s in society a certain 
affection for Orthodoxy based by no means solely on 
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emotions. The Russian church opened a mass of schools 
after all. The first foreign language that was ta ight in 
Palestine at the start of the century was not English or 
French. It was Russian! Orthodox missionaries did a 
great deal. It would be a good 1dea to revive this role. The 
atmosphere in society 1s, | repeat 
this. Especially since thousands of Palestinians 
past 30 years studied in the USSR and speak Russian 
This can be seen even from the signs on the apartme! 
houses written in your language 


most conduc ve 
Wy Uri 


On the other hand, let us take Israel. After all, one-third 
of its population emigrated from the former USSR. | 
Haifa there are more of those same signs in Russian than 
in Hebrew. 


i hope that my interview will lend new impetus to 
development in this direction. The Russian Orthodox 
Church has already embarked on this path, and the 
meeting of Yasir Arafat and Aleksiy Il 1s the best 
example of this 


It would be a shame were the Russian presence among wu 
to die out. For our part, we are prepared to contribute to 
the prevention of this happening. | personally am cur 
rently working on putting together the necessary papers 
for the return to its rightful owner of Russian property 
formerly confiscated by the British 





[his report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s) 














Paysicist on Soviet Nuclear Espionage 
Y4WPO1IYA Moscow LITERATURNAYA GAZETA 
in Russian No 36, 7 Sep 94 p 10 


[Interview with Professor Arkadty Brish, doctor of tech- 
nical sciences, by LITERATURNAYA GAZETA com- 
mentator Oleg Moroz; place and date not given: “We 
Copied the Charge Design, Not the Bomb Itself, Main- 
tains Professor Arkadiy Brish, Doctor of Technical Sci- 
ences, One of the Developers of Soviet Nuclear Weap- 
ons’’} 


[Text] 


[Moroz] You began working in KB-1I! [Design 


Bureau]—later renamed Arzamas-!6—1n the summer of 


1947. Was it known at the time that our leading physi- 
cists had put together wish lists for intelligence and 
received relevant data from 1t? 


{[Brish] | was in somewhat close contact with Tsukker- 
man, Dukhov, Shchelkin, and Khariton. At the time 
there was never any mention of receiving intelligence 
information. Even more importantly, there was no men- 
tion of it even later, over the subsequent decades. Only 
five years ago did I bring up this topic with Yulty 
Berisovich Khariton. “Did we really receive something 
from intelligence or borrow something?” | asked him. 
“We did not know anything about tt.’ He said that 
actually there had been certain information... | became 
very interested in this then and obtained permission to 
look through the materials kept by Kurchatov in two 
safes in the Urals. They were later transferred to the 
ministry. I looked through a total of 15-20 files. My 
impression was that only 5 to 10 percent of this material 
was related to weapons. Mainly they dealt with questions 
of isotope separation, enrichment, plutonium produc- 
tion, and all sorts of reactor-related matters... As to 
weapons-related questions—there were different designs 
of the atomic charge there. I did not see any blueprints 


[Moroz] Nevertheless, blueprints and calculations were 
obtained by intelligence. This 1s a widely acknowledged 
fact. Apparently it simply 1s kept in a different place 


[Brish] I do not believe it. A whole boxcar would be 
needed to carry a full set of blueprints for the bomb... 
Again, people confuse the design of an atomic bomb and 
that of an atomic charge. A charge is a charge, and a 
bomb 1s a bomb. When designing the latter, completely 
different problems have to be solved than when 
designing the charge. These include automatic and safety 
systems, hitting the target, various aerodynamics 
issues... In this respect we did not have to borrow 
anything. Therefore, when he speaks of atomic bomb 
design, Khariton most likely means atomic charge 
design. Since different versions of it were under consid- 
eration, having relevant intelligence data made it easier 
to understand which direction to head. However, I 
repeat that unti! lately there was no talk about it in our 
community—in the community of leading scientists who 
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participated in the creation of the atomic bomb. Quite 
the opposite, numerou inventions were made, discov- 
eries, ploneer work 


[Moroz] Whichever—now it is official that the first 
Soviet atomic bomb detonated 1n 1949 was a copy of the 
American bomb 


{Brish] It was a copy with respect to the charge design 
For this you do not need any blueprints. Everything may 
be sketched by hand. Here 1s the central plutonium 
part... Here are the uranium components... The explo- 
sive compound... The lenses... | can clearly imagine the 
course of Yuliy Borisovich Khariton’s thought when he 
saw this design: The first thing that needs to be done 1s to 
form a convergent shock wave. I think that neither 
Khariton nor Zeldovich got into it until that point. For 
them it was probably a discovery of sorts. Next, they also 
saw the means of forming such a wave—the bratol [as 
transliterated] lens. | asked Yulty Borisovich. “Appar- 
ently this was a surprise for vou?” He said: “Yes, 
Zeldovich and I did not know this.’ 


[Moroz] You mean that the meaning of the wording “the 
bomb was copied” boils down to precisely this’ the 
convergent shock wave, the bratol lens? 


{[Brish] Apparently. And the word “copy” greatly exag- 
gerates the substance of the matter. I regret that Yulry 
Borisovich used this word. Khariton 1s an unambigu- 
ously honest person. He attaches great significance to the 
idea, to who expressed 1 first.) He put one meaning in 
the word “copy,” but it 1s interpreted quite differently 


You also have to imagine the atmosphere of these years 
Different versions were under consideration. Everything 
was to be approved by Vannikov, Beriyva, the council 
And any deviation from what the Americans were doing 
was met with criticism: “Why do you need to split hairs? 
Why are you trying to make it better? Do everything like 
they do!” But what does it mean to “do what they do?” 
Another “flying fortress’? Our designers decided to 
reproduce it in their own way. But Stalin ordered: No 
“liberties,” do it exactly the same as the Amer: van 
version. Meanwhile, it was not possible to replicate it 
precisely. Neither the aircraft nor the bomb. I am given 
the nuclear charge design, for instance... Here 1s an 
explosive with a certain index Reproduce!” But each 
country has its own explosives We couid not get the 
American material. You have to figure out tts proper- 
ties—stability, aging. It has to be ideally uniform. For 
this you need to develop a special technology for its 
production. We spent two years, day and night, doing 
this... Next, the plutonium), uranium, and aluminum tn 
our country were different from that which the Ameri- 
cans used. Our own fastenings. And everything had to be 
figured out... Therefore, choosing a nuclear charge ver- 
sion 18 only a beginning. 


[Moroz] Stull, who had access to intelligence data? 


{Brish}] Beriya, Kurchatov, Savenyagin, and Khariton, I 
think... Apparently Zeldovich... They had the opportu 
nity to compare this data with what we were doing. For 
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the rest of the staff working on the atomic bomb project, 
all this was under lock and key. I am certain that neither 
Dukhov nor anybody else knew anything about it. We 
were all very close, and had someone known something, 
it would have slipped out eventually, at some joint 
feast... 


{Moroz} In your recent remarks at the Russian Academy 
of Sciences presidium you said that the role of intelli- 
gence a. the first stage was of a “special nature.”” What 
does this mean? 


[Brish] It was special in the following way. A number of 
our scientists—Flerov, Kurchatov, Semenov— 
submitted proposals to the government to start working 
on an atomic bomb. However, if there had been no 
intelligence data saying that the West was already con- 
ducting such work, neither Stalin nor Beriya would have 
accepted the need for it. Therefore, at the first stage 
intelligence data played a tremendous stimulating role. It 
was during the war, 1n 1943, that Kurchatov was made 
the director of a specially created institute. In this, of 
course, the main role was played by intelligence data— 
not someone’s reputation or anything else—nothing was 
trusted at the time. In 1945 the Americans detonated 
three bombs. At this point neither Stalin nor anyone else 
could question the viability of such project. KB-11 was 
set up in 1946. 


[Moroz] You said that you looked through 15-20 files 
from Kurchatov’s safes. How many were there alto- 
gether. 


[Brish] I believe 30 or 40. 


[Moroz] If we assume that they came from intelligence— 
is it possible that all these data were obtained by one 
person—for instance, Klaus Fuchs—or were they 
obtained by several intelligence officers? 


[Moroz] I believe that more than one person was working 
on this. I am looking, for instance, at the subject of 
interest to me—the automatic detonation system. And I 
see some general discourse, and suddenly there 1s a piece 
of information that the condenser weighs 200 kg. On one 
hand, complete ignorance of the substance of the matter, 
and on the other—information about the concrete 
weight of one of the parts. It is unlikely that this 
information came from Fuchs. Next, there is a lot of 
information on reactors there. This is also not his field, 
assuming that he was working on the implosive bomb... 
A lot of information on separation of isotopes... I do not 
think that one person could provide all this information. 


[Moroz] Do you find absurd the contention that Fuchs 
could have been helped by one of the leading figures 
working in Los Alamos—Oppenheimer, Fermi, Bor, 
Scillard? 


[Brish] All these contentions have no proof. 


[Moroz] The explanation now given to the fact that our 
bomb was a copy is that in the event a test failed, it 
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would have been the end not only for the collective 
working Ca it, but all Soviet physical science would be 
w ped ont. Did you personally feel such a danger then? 
Were you afraid that you would be arrested? 


{Brish] | could easily imagine that we would be arrested 
in the case of a failure. And not only before the first 
detonation. I was never certain. True, almost no one had 
ever been arrested among my colleagues. But if we 
failed... failed in a major way... Actually, it did happen 
once. In 1954. A nuclear detonation did not commence 
during the test. Only the “initiating” detonation of the 
regular explosives. A commission was working on it. The 
investigation never got underway. If it did, it 1s hard to 
tell what would have happened... The main point ts that 
it is practically impossible to figure out why the detona- 
tion failed to materialize, because everything is 
destroyed in the explosion. You have complete freedom 
of conjecture. 


[Moroz] But in those times long investigations were not 
in fashion. If they wanted to have Khariton’s or someone 
else’s head, they would have easily done it without any 
investigation. Which means they did not want to. They 
needed Khariton. 


[Brish] Yes... One could always find substantiation if one 
wanted to. There was documentation, after all. You can 
always find something to criticize if you really want to. I 
recently looked through that commission's documents 
There were grounds for penalties. For instance, a certain 
measuring devise was supposed to be brought in. It was 
not—someone forgot. Sedition. Second, a test set of 
capsules had not been detonated... For me as a specialist 
it is clear that this was not the cause of the failed test, but 
formally, if there are violations, deviations from instruc- 
tions, and there is a failure, you have the culprits 
ready-made for you. You cannot prove anything to 
anybody. 


[Moroz] You have been working on nuclear weapons for 
47 years, to this day. All these years you have continued 
getting intelligence data, have you not? You are prohably 
still getting it. Does it help in your work? 


[Brish] Yes, of course, I have been and am receiving tt. 
And I can tell you with certainty: It 1s of secondary 
importance. Here, for instance, you can see the latest 
report. What is being done in the United States and 
how... I can tell you honestly: It 1s almost impossible to 
comprehend this data fully, in depth. Until you do the 
work yourself, touch it with your own hands. You can 
ask me: What did you borrow from this? What did you 
steal? Nothing, I did not steal anything. I cannot steal 
anything. They have their own solutions. Based on their 
own technology. Here, for instance, they put a different 
wire... Here they did something differently... Positioned 
it differently... Do not think that creating a difficult 
construction—which a nuclear bomb 1s—boils down toa 
certain idea and scheme. That is only a beginning. It is 
only in mystery novels that as soon as you manage to 
photograph the documents, everything becomes clear 
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[Moroz] Along with real spy information of varying 
degrees of value, sometimes, as we know, you get simply 
disinformation. Have you encountered 1t? 


[Brish] Yes. Some time around 1960 we got information 
about the so-called meson bomb—incredibly powerful, 
thousands of times more powerful that the existing ones. 
Zeldovich says: ““Nonsense!” Khariton did not believe it 
either. Nevertheless, the bosses decided to set up a 
special unit, which spent several years doing all sorts of 
calculations. In the end this line of research was closed 
Of course, some costs had been incurred... 


[Moroz] Which means that the disinformation worked as 
intended. 


[Brish] Yes. Much depends in this respect on who gets 
the information. It 1s one thing when the recipient 1s a 
scientist, and quite another when it 1s a politician. The 
latter will try to squeeze everything possible out of it to 
further his goals—to reinforce his standing, to move up 
the career ladder. And when it comes out that the whole 
thing 1s a soap bubble, the person who got it going 15 
oiten already far away, doing completely different 
things, in a completely different area 


CIS Railway Conference Examines Rolling Stock 
Renovation 
944612024 Moscow GUDOK in Russian 14 Sep 94 p 1 


[Article: “State Support for Railroad Transport’’} 


[Text] An expanded session of the Council of Heads of 
Governments of the Mlember States of the Commonwealth 
of Independent States was held in Moscow on 9 Sep- 
tember 1994, Along with other problems, railroad trans- 
port problems were discussed at the session. The heads of 
government adopted an Agreement on Cooperation in the 
Re-Equipment and U pdating of Railroad Rolling Stock. 


The problem was discussed on the initiative of the 
Council on Railroad Transport of the Commonwealth 
Member-States, which requested that the heads of the 
Commonwealth member-states give state support to 
updating and developing new types of railroad equip- 
ment, in order to ensure the stable work of railroad 
transport and the manufacturing enterprises. 


In substantiating the need to conclude the Agreement, 
G.M. Fadeyev, RF minister of Railways, chairman of the 
Council on Railroad Transport of the Commonwealth, 
noted that Article 4 of the Agreement on Dividing Up 
the Inventoried Fleets of Freight Cars and Containers of 
the former MPS USSR Among the Member-States of the 
Commonwea!th and the Latvian, Lithuanian and Esto- 
nian Republics, signed by the heads of the states in 
Moscow in January 1993, specified prompt replenish- 
ment, modernization and repair of freight cars and 
containers, and creation of the necessary conditions for 
production and mutual supply of railcars and containers 
for all the states participating in the Agreement. 
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Unfortunately, some states are not fulfilling this agree- 
ment. Since 1991 there has been a reduction in the size 
of the freight car fleet due to their being written off and 
transferred to the ownership of railroad enterprises and 
Organizations, and the purchase of new cars has 
decreased sharply. The railroads’ purchase of new rail 
cars dropped from 54,268 units in 1990 to 14,480 units 
in 1993, or by 73.3 percent. Of the total number of 
railcars purchased in 1993, the railroads of Russia 
bought 10,430 (72 percent), of Ukraine—3,870 (26.7 
percent), Uzbekistan—169 (1.24 percent) and Kyr- 
gyzstan—9 (0.06 percent). The other roads were to have 
purchased 16 percent of the total number of railcars 
acquired, including Byelarus—2.4° percent. Kaza- 
khstan—6.75 percent, and Azerbaiyjan—1!.59 percent 
The Baltic countries were to have purchased 2.7 percent 
and Georgia—1.22 percent, but they did not purchase a 
single railcar. As the result of this situation, in three 
years the fleet of freight cars for joint use of the Com- 
monwealth member states h’s been reduced by 84.600 
units (or 10 percent), including rolling stock in short 
supply, for example, tank cars. The fleet of railcars 15 
aging and its technical condition 1s consequently deter 
orating. The average daily number of defective cars on 
hand increased from 119,000 cars in 1991 to 263.000 
this year, or by a factor of over 2.3, and constituted 15.8 
percent of the total fleet 


A similar situation 1s forming with respect to the loco 
motive fleet. In most of the Commonwealth states it 1s 
aging because of the decreasirg rates of updating. While 
in 1990, railroad transport bought 316 mainline electric 
locomotives, in 1993 it bought only 33, respectively 498 
and 102 diesel locomotives, and 367 and 20 shunting 
diesel locomotive units. New locomotives were pur- 
chased only by the railroads of Rus sia (74 units), Turk- 
menistan and Georgia (3 diesel locomotives) and Bye- 
larus (1 diesel locomotive). Unless the updating of the 
locomotive fleet is ensured, by the year 2000 about 65 
percent of it will be made up of obsolete and worn-out 
locomotives. 


The sharp reduction in the purchase and repair of 
railcars and locomotives has placed the transport 
machine-building plants and the railcar-repair plants ina 
difficult position. The production slump in this sector 
has reached critical proportions. The output of railcars 
in 1990-1993 dropped from 40,171 to 12,932 cars (Le., 
three-fold) for the interstate railroad transport concern 
alone. This can lead to production respecialization of 
most of the transport machine-building plants, with 
irreparable consequences. Unless effective measures are 
taken promptly, in the next two or three years the 
technical condition of the operating fleet of locomotives 
and railcars will become the reason for failure to provide 
for the transport of the freight and passengers presented. 


The Council on Railroad Transport outlined a number 
of measures to put the situation right. It will take, 
however, target-oriented state support of updating and 
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developing new types of railroad equipment to ensure 
the stable work of raliroad transport and the manufac- 
turing enterprises. 


Another problem lies in coordinating the activity of 
railroad transport with respect to tariffs for the transport 
of freight and passengers in interstate service. In his 
report, G.M. Fadeyev, RF minister of Railways, 
chairman of the Council on Railroad Transport of the 
Commonwealth Member-States, noted that the Council 
had discussed the problems of coordinating the activity 
of railroad transport with respect to tariffs for the 
transport of freight in interstate service at the Fifth 
Session in Minsk on 19-20 October 1992, and had 
determined the general premises for forming a unified 
tariff policy in transit carriage of freight along the 
railroads of the Commonwealth member-states. The 
Council established that the tariff policy and the level of 
rates for transporting transit freight along the railroad 
network of each of the states included in the Common- 
wealth, as well as the Latvian Republic, the Lithuanian 
Republic and the Estonian Republic, would be deter- 
mined directly by the freight carriers. Tariff conferences 
of carriers are to be held at least once a year to coordi- 
nate problems of the tariff policy and to work out 
recommendations for establishing the level of rates for 
transport. 


The second session of the Tariff Conference of Railroad 
Carriers of the CIS Countries was held on 12-13 January 
of this year in Minsk. There, they adopted the Tariff 
Agreement and set down unified principles for forming 
and carrying out a tariff policy in the transport of transit 
and export-import freight for the 1994 charter year (from 
1 April 1994 to 31 March 1995). Because of the intro- 
duction of national currencies in the Commonwealth 
countries and the inadaptability of the banking struc- 
tures to the new working conditions, the system of 
clearing operations between the railroads of the Com- 
monwealth member-states proved to be inoperable. Set- 
tlements between railroads had virtually ceased, and a 
large amount of payment indebtedness had arisen. 


[his forced the railroad administrations to pose the 
question of replacing the centralized system of settle- 
ments tor freight with a new procedure, as well as the 
question of converting to international settlement prin- 
ciples. 


At the Tenth Session of the Council on Railroad Trans- 
port, on 20-21 January 1994 at Voronezh, it was decided 
to convert all the railroads of the Commonwealth mem- 
ber-states to the new procedure for formalizing transport 
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documents and levying carriage charges 1n interstate and 
international service beginning on | May 1994. More- 
over, the railroads of the Baltic countries and Ukraine 
had used this procedure earlier. This procedure tor 
settlements for freight transport corresponds to interna- 
tional principles, does not require the application of 
unified tariffs and represents full independence for each 
state of the Commonwealth with respect to tariffs for 
freight transport. The payments are exacted separately, 
according to the internal iarifts for freight transport 
along the railroads of the country of dispatch and the 
country of destination, and for transit transport, 
according to the tariffs established directly by the freight 
carrier of the given state, through a dispatch organiza- 
tron announced by this carrier. The new procedure for 
settlements for freight transport will contribute to stabi- 
lizing the financial position of the railroads of the 
Commonwealth member-states and 1s already yielding 
positive results with respect to clearing operations. 


Passenger transport in interstate service, including tarnff 
questions, 1s regulated by the Provisional Agreement on 
the Transport of Passengers, Baggage and Passenger- 
Train Freight Along Ratlroads in Interstate Service, 
passed at the Ninth Session of the Council on 14-15 
October 1993 in Bishkek. This agreement stipulated that 
the transport of passengers, baggage and passenger-train 
freight in interstate service would be carried out under 
the conditions of the rules of unified base tariffs, in 
accordance with the forms of train and transport docu- 
ments approved by the railroad administrations. At 
present, in the transport of passengers in interstate 
service, considering the small number of clearing opera- 
tions, a unified base tariff is used, introduced as of | 
March 1993, which can be indexed in each country, 
depending on the economic conditions and demand for 
transport, 1.e., each state actually independently deter- 
mines the cost of a passenger trip through its territory 


The problem of coordinating the activity of railroad 
transport with respect to tariffs for the transport of 
freight and passengers in interstate service, in accor- 
dance with a proposal of the Republic of Uzbekistan, 
was discussed at the Lith Session of the Council on 
Railroad Transport on 26-27 May in Ashgabat, where it 
was decided that the railroad administrations, in fol- 
lowing a tariff policy, would be guided by the existing 
agreements and the decisions of the Council on Railroad 
Transport 


The heads of the states took into consideration the report 
of the chairman of the Council on Railroad Transport of 
the Commonwealth Member-States 
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Concept for Post-Soviet Regional System 
Presented 

944F 14724 Moscow NEZAVISIMAYA GAZETA 
in Russian | Sep 94 p 3 


(Article by V. Sudarev, director of the Russia-Latin 
America Center of the Institute of Latin America of the 
Russian Academy of Sciences, and M. Chumakova, 
leading scientific researcher: “What Commonwealth 
Does Russia Need? General Outlines of a Regional 
System in the Post-Soviet Space’’] 


[Text] The protracted paralysis of the CIS clearly indi- 
cates the lack of an intelligible regional strategy in 
Russia. Here are some of the initial points that could be 
incorporated in it. 


The possibilities “for a breakthrough to the West,” in 
essence, have been exhausted by Russia in these two 
years. 


‘“Noninclusion” in a unified Europe is a common factor 
that will unify former members of the Soviet Union from 
the viewpoint of their position in world economic rela- 
tions. Therefore reserves for consolidating the role of 
Russia in international relations in the foreseeable future 
as well as potential threats to its security are found in 
relations with former republics of the Soviet Union. It is 
specifically in the Commonwealth, to leadership of 
which Russia is condemned by virtue of its geopolitical 
position in the Eurasian heartland as weil as by its 
military might and economic potential, that it 1s called 
upon to confirm its status as a great power and play the 
role of a stabilizing and integrating force. At the same 
time Russia must be prepared for a clearly autonomous 
position of the new independent states (especially those 
of Islamic cultural persuasion), manifesting some toler- 
ance of strictly demonstrative, momentary manifesta- 
tions of post-sovereignty zeal peculiar to countries that 
did not really conduct their own foreign policy until 
1991. 


In the future Russia will have to interact with the 
differing interests of republic elites who became accus- 
tomed to aid from Russia as a donor tn the days of the 
Soviet Union on the one hand, and have now come to 
prize the advantages of sovereignty on the other. 


All these factors in the immediate or intermediate future 
will apparently exclude the possibility of the formation 
of a monolithic political and economic and military bloc 
of states. Another scenario 1s far more realistic—the 
formation of a number of “interest groups” within the 
framework of the CIS, i.e. small groups of states, linked 
not only by common sociocultural, ethnic, and religious 
features, but also by the direction followed in political 
and economic processes and a shared geopolitical posi- 
tion. The creation of the Commonwealth of Central 
Asian Republics, formed on 4 January 1993, is an 
example. 


The asymmetry of the interests of Russia and other CIS 
member countries is another feature of the post-Soviet 
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space. Territorial dimensions, resource base, as well as 
the economic, scientific-technical, and military potential 
of Russia objectively transform it into a regional leader 
To that it 1s also necessary to add the relatively more 
favorable state of affairs in Russia itself, where the 
sociopolitical situation 1s still distinguished by its greater 
Stability, while the living standard of the ponulation, 
despite a precipitous decline, 1s still noticeably above 
that in the neighboring republics. Under such conditions 
Russia becomes what may be regarded as a center of 
attraction. 


Attraction to Russia 1s also conditioned by the fact that 
it is an economic donor. Under conditions when the 
economic destabilization of neighboring countries does 
not suit Russian interests, “assistance as a donor,” even 
if on a much curtailed scale, should apparently be 
continued, but extended selectively on concrete condi- 
tions. First of all they are protection of the interests of 
the Russian-speaking population, granting of preferen- 
tial status to Russian businesses, supporting Russia in a 
series Of foreign political issues, satisfying military 
Strategic interests, etc 


In other words, we are speaking of the creation of a 
system of relations by Russia which would provide for 
the preservation and even consolidation of national 
Statehood of its neighbors and utilization of levers of 
economic interdependence for the formation of models 
of “partnerships” satisfying the interests of our country 


Does Russia need any kind of regional organization at all 
at this stage? After all, “one-on-one” it 1s easier to strive 
for the desired result with a clearly weaker partner 
Could it happen that within the framework of a regional 
organization Russia will have to deal with b'ocs of other 
weaker participants who, using the “voting mechanism,” 
will force through decisions unfavorable to 1? 


Let us add that we are speaking here about a unique 
international organization in which a giant country and 
the clear leader will coexist with a group of countries in 
another weigh category. In the modern world there 1s 
only one organization of that type—the Organization of 
American States (OAS), within the framework of which 
the United States has interacted with a group of Latin 
American and Caribbean countries for some five 
decades, not always without conflict 


The need to emphasize bilateral mechanisms of interac- 
tion, which are always more productive, particularly 
when dealing with specific questions, 1s quite evident. 


The creation of equally complex and intrinsically impor 
tant mechanisms “from above,’ without consideration 
of the real conditions, most often turns out to be blank 
fire, capable of discrediting the idea itself. Real condi- 
tions for such initiatives on the scale of the Common- 
wealth are yet to appear. 


Under the conditions of the increased heterogeneity of 
the area that was once the Soviet Union, the growing 
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diversity of development, and the asymmetry of interests 
of the participants, the system of Russia's regional ties 
must inevitably have a multitiered character and com- 
bine various levels of interaction with CIS partners. This 
is certainly not an intentional complication of the situ- 
ation, which to some appears in a simplified manner as 
“restoration of broken ties,’ and not the creation of 
multitudes of superfluous new bureaucratic structures. 
In our view this is the only variant that will permit the 
functioning of a regional system. 


The first tier contains a classical international regional 
organization which includes the maximum number of 
participants, i.e. practically all the former republics of 
the Soviet Union. Its principal task is to ensure an 
international law-governed space which would apply 
commonly recognized norms of international law to 
relations among the new states and to those of the CSCE. 
Maintenance of peace, peaceful resolution of disputes, 
ensurance of the rights of national minorities as well as 
human rights, interaction on such matters as ecology, the 
struggle against narcotic trafficking, humanitarian col- 
laboration—may be the content of such a union. 


Its characteristic features are flexibility, for the most part 
adoption of recommended decisions, and a very limited 
supranational basis. This 1s not an integrative grouping 
or a military-political bloc. It is an organization oriented 
toward a peaceful and conflict-free existence. 


It is easy to notice that the CIS in principle tends 
specifically toward such a form of unification. A number 
of substantive shortcomings, however, make the Com- 
monwealth poorly suited for the realistic fulfillment of 
that role. Among them the main ones, in our opinion, are 
the lack of a clear concept of CIS tasks and an attempt to 
include practically everything in it from a military alli- 
ance to an economic bloc. Secondly, the poor structure of 
the CIS: an abundance of all types of councils and 
practically total absence of permanent organs with exec- 
utive, coordination, and monitoring functions. 


In this connection let us look at the experience of the 
OAS, with the reservation that we are not speaking of a 
direct application of its principles and structure to the 
CIS. The OAS was created in a different epoch, with 
other international and geopolitical realities. In a 
number of parameters, however, first of all in a number 
of initially established asymmetries and potential con- 
flicts, the CIS space is comparable to the Latin American 
space. By contrast with the abundance of councils in the 
CIS, particularly the Council of Heads of State and the 
Council of Heads of Government, which in many ways 
duplicate each other, there is only one highest organ in 
the OAS—the annually convened General Assembly, 
which in the OAS Charter is given nine spheres in which 
it may act. Consultative conferences of ministers of 
foreign affairs are another forum. This, in essence, 
completes the list of representative organs. The greatest 
interest is presented by the constantly functioning struc- 
tures of that organization. The actions of the Permanent 
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Council with the Inter-American Committee on Peaceful 
Resolution attached to it as well as the activity of the 
Inter-American Juridical Committee are directed at the 
ensurance of peaceful coexistence and resolution of 
conflicts as well as the creation of a unified legal space. 
In the CIS charter this is mentioned in a single line, while 
at the same time it must become the entire purpose of the 
Commonwealth. The same also applies to such mecha- 
nisms as the Inter-American Commission on Human 
Rights—an authoritative organ with not a single regime 
wishing to be under its mantle. The Anti-Smuggling 
Commission is another example of a mechanism whose 
creation 1s long overdue in the CIS as well. 


We cite the example of OAS not as something to be 
emulated but merely for the purpose of showing a path 
that may be followed in the formation of the Common- 
wealth as a valuable regional organization. The advan- 
tage of such a variant to Russia consists of the following: 
Practically all the form’: republics of the Soviet Union 
are drawn into a unified international legal field, a stable 
channel for multilateral dialogue 1s created, and a bloc of 
issues is defined which simultaneously spawns legislative 
activity. In such an organization the principle ‘‘one 
state—one vote’ is the safest for Russia and its CIS 
partners. Russia is interested in multilateral cooperation 
in a designated number of issues and only stands to gain 
from the creation of an effective organization. 


Such an organization has many more reasons to receive 
international recognition and become truly valuable and 
far more capable than the CIS in its present form, where 
even its definition in the charter is based on the principle 
of “this is not supranational...” etc. Finally, it is specif- 
ically with such a regional organization that it is quite 
possible to form “closer” unions and groupings, which in 
principle, in our opinion, is inevitable. 


The “‘second tier” of the system is formed of subregional 
associations whose activity does not contradict the Com- 
monwealth membership and 1s oriented toward integra- 
tion in the economic and political spheres. As indicated 
by world experience, within the framework of such 
groupings participating countries “learn” how to coordi- 
nate positions and policy in such ares, for instance, as 
abolition of customs barriers, creation of a common 
regime for movement of capital, joint development of 
infrastructure, and conduct of coalition diplomacy in 
international organizations. 


For Russia that facilitates a selective approach to part- 
ners, proceeding from their real rating on the scale of 
Russian priorities, and not on the basis of verbal assur- 
ances that restoration of broken links will be pursued, 
while expanding the possibility of interaction in the 
directions of greatest significance for it: border security, 
economic cooperation on the basis of mutual support 
and not the customary “nurturing” of republics, guar- 
antee of the rights of the Russian-speaking population, 
struggle against crime and terrorism, and protection of 
the environment. 
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It is true that with the advent of integrative blocs Russia 
will encounter negative factors. It is possible to antici- 
pate that independent states, sensing the growth of joint 
foreign political potential, will strive to utilize it in 
negotiations in order to decrease the clear asymmetry of 
economic might and attain desired results (be they 
credits on preferential terms or supplies of energy). A 
prototype of such a regional association can be seen in 
the agreement on unification of the monetary systems of 
Belarus and Russia. The importance of the geopolitical 
location of Belarus (a “bridge to the West’) in combina- 
tion with the sociopolitical stability and high degree of 
compatibility of the economies of the two countries 
places it in the position of a natural ally of Russia in the 
long term. 


Ukraine is the second potential candidate for member- 
ship in the “European” grouping of states. The interde- 
pendence of the Russian and Ukrainian economies, a 
Russian population of 1! million, and a long mutual 
border serve as objective premises for the restoration of 
severed ties. The outlines of a soft confederation of these 
three states is visualized providing the problems of the 
Black Sea Fleet are resolved and relations between Kiev 
and Simferopol are normalized. 


A variant of a subregional association is forming in 
Central Asia. The Commonwealth of Central Asian 
Republics (TsAS) appears to have already passed 
through a prolonged incubation period marked by 
flareups of contradictions among its founders, searches 
for sponsors, and reliance on the hope that the West or 
the South would help them. The appearance of this 
“triangle” on the geopolitical map of the CIS means new 
challenges for Russia connected with its drift toward the 
South and the growing influence of Turkey, Iran, and 
China in that region. But is it worth struggling for the 
“preservation” of Central Asia at any price? Would it 
not be better to concentrate efforts on the building of 
good-neighbor relations primarily with Kazakhstan, 
which is contending for the status of regional power? The 
exodus of the Russian-speaking population from these 
republics has already started. One of the main tasks 1s to 
ensure more favorable conditions for this painful pro- 
cess. By the way, in that sphere Russian authorities are 
demonstrating complete inaction. The formation of 
TsAS also contains some pluses: It might become not 
only a catalyst of economic interaction but also a guar- 
antor of stability in this volatile region. 


In this light Nazarbayev’s concept of a Eurasian Union 
(YeAS), which unifies CIS states “from above,” appears 
to be premature. The evolution of integrative links 
“from below,” from the level of the subregions, appears 
to be more natural and viable. 


A different situation is developing in Transcaucasia with 
its armed conflicts. No possibilities are seen there for the 
formation of an integrative grouping in the foreseeable 
future. Armenia, Georgia, and Azerbaijan expect aid 
from Russia and are more concerned with their current 


KBIS-USR-94-105 
27 September 1994 


interests than in a search for forms of subregional 
collaboration over a long period of time. 


These are the general outlines of a regional system which 
in Our Opinion suits the post-Soviet space in its current 
state. Such a path may ensure its real and not declarative 
integration and, importantly, provide Russia with the 
possibility of selecting optimal ways of restoring severed 
ties and establishing new ones. 


Problems for Russian Forces in Tajikistan 


944K 2389A Moscow ARGUMENTY I FAKTY 
in Russian No 38, Sep 94 p 6 


[Article by Vladimir Rasskazov: “Fighting a War in 
Sneakers”’] 


[Text] I watch television and cannot figure out why our 
border troops in Tajikistan are so poorly clothed, have 
no sleeping accommodations, and are armed so-so? Half 
the country 1s working for the military, so why can they 
not be properly armed? Is this not why our boys are 
dying? 


[Signed] V. Khlebnikova, Voronezh 


On the Border 


Kalay—Khumb—Khorog— Dushanbe—Moscow— 
Border troops complain a lot these days about their 
equipment and vehicles. The segment covered by the 
Kalay-Khumb komendatura has only two new BTR-80's 
{armored personnel vehicle} capable of moving normally 
on mountain roads. Several more BTR-60's (year of 
production—1967—V.R.) are so old that a pedestrian 
can overtake them on a steep slope. And this 1s despite 
the fact that more than 100 units of new equipment, 
scraped up in other border districts of Russia, were 
moved to Tajikistan recently. 


The situation in the Pyandzh and Moskovskiy border 
units 1s somewhat better thanks to the support of the 
201st Division in the rear. To the Pamir mountains, 
however, equipment has to be delivered through Osh 
(Kirgizia) [Kyrgyzstan], transporting it on trailers over 
an extremely difficult mountain road. From the Dus- 
hanbe side the road 1s closed by both government troops 
and opposition units. They let through peacekeeping 
forces’ convoys with food and border troops with fuel 
and equipment. Although occasionally they plunder 
vehicles. Nobody wants to let through the 20Ist Divi- 
sion’s combat equipment and units, however 


Border troops here are armed with 5.45-gauge AKSM 
[modified Kalashnikov assault rifle] submachine guns, 
although they are not as well suited for combat action in 
the mountains as the 7.62-gauge AK [Kalashnikov 
assault rifle] used by commandos. 


The situation with uniforms for border troops 1s not 
much better. The wear standards clearly do not envisage 
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crawling over rocks. And the iron-heavy boots? No 
wonder most officers and contract soldiers prefer 
sneakers. 


On top of everything else, the living conditions leave 
much to be desired. Since the number of personnel in the 
Kalay-Khumb komendatura was increased, there are not 
enough beds for all the soldiers! People return from 
combat patrol and have to sleep on the cement floor. 


There are also personnel problems. Today almost 60 
percent of soldiers are local draftees. Many have very 
little education; some do not understand a word in 
Russian. Naturally, there are attempts to teach them 
something during training, but there is woefully little 
that can be done. Add to this the purely ethnic prob- 
lem—in combat, a Tajik border guard finds himself 
ranged against exactly the same Tajiks as himself. 


Mountain Badakhshan 


When the komendatura and border posts’ physical facil- 
ities were built, nobody ever thought they would have to 
be defended against an attack. Therefore currently the 
border troops’ positions are very vulnerable. So now they 
are compelled to set up additional posts on neighboring 
mountains, to barricade windows with stones, and to dig 
into the ground. 


All in all, the border troops have found themselves in a 
very strange situation. On one hand, in keeping with an 
interstate agreement they are protecting the border and 
preventing attempts to violate it. On the other—there is 
nothing they can do to the violators. It 1s one thing when 
a group of armed commandos crosses Pyandzh. Every- 
thing is clear in this case—they are to be destroyed, and 
right away. But what about refugees returning home 
from Afghanistan? Formally there are violators, but in 
reality after checking their documents and a mild repri- 
mand they are simply let go. 


Says Lieutenant Colonel A. Mikheyev, commander of 
the Kalay-Khumb unit: “We have the most difficult 
operational situation in all Tajikistan. There are three 
real forces at play: the local authorities, self-defense 
brigades, and DIVT (Movement for Islamic Revival of 
Tajikistan—V.R.) people. The local authorities are con- 
ducting a policy of distance from Dushanbe and want to 
switch to the jurisdiction of Russia. The self-defense 
brigades are concerned with protecting their own vil- 
lages. The DIVT people want to come to power in 
Dushanbe. But the common task all three of them share 
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1s to keep the government troops out of this area. Lately 
DIVT commandos have begun to split into Badakhs- 
hans, who are based here, and those operating from 
Afghanistan. The task of the latter 1s to completely 
destabilize the situation in the Pamir region,” 


At the Headquarters 


This 1s what Lieutenant General Chechulin, commander 
of the Russian border troops in Tajikistan, thinks about 
all this: 


“I, of course, would like to see much more from the 
leadership of the 201st Division and the Russian Feder- 
ation Armed Forces in general. At this point it 1s still 
believed that the burden of responsibility, the burden of 
participation, and the condition of the borders are fully 
the responsibility of the border troops.” 


As the border troops press service 1n Moscow told us, 
just one development will remove the border troops 
from the role of punching bag: closer interaction between 
border troops and Ministry of Defense [MO] troops 
That ts all 


“You do not have to go far to find an example,” says 
Lieutenant Colonel A. Aleshin, acting press bureau chief 
“The latest operation, which destroyed combat fortifica- 
tions of gang formations on Turk Mountain, demon- 
strated that when the 20Ist Division and border troops 
work in concert, the commandos incur heavy losses 


“Less than 15 percent of all the 201st Division’s artillery 
and 7 percent of its armored vehicles are currently 
involved in border operations. And the vehicles the 
border troops and the 20 1st Division use in comhat have 
already their share of use in Afghanistan. It 1s strange 
watching brand new tanks and BTR’s being turned into 
scrap as a result of conversion while the equipment used 
in the combat zone should have been scrapped long time 
ago as having outlived its utility. As to the minister of 
defense’s statement that the border troops will get the 
armaments only when they are subordinated to him, it 15 
at best the worst form of turf war.” 


In the MO press service we were told that an MO 
decision would not be enough to effect interaction 
between MO and border troops: “This requires a polit 
ical decision of the national leadership.” Meanwhile, 
Russian border troops and MQ soldiers are dying for the 
people, for the motherland, and for those same bureau- 
crats, who absolutely fail to understand that in war 
people have to fight—not engage 1n bureaucratic foot- 
dragging. 
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ECONOMIC & SOCIAL AFFAIRS 
Documentation on Nuclear, Radiation Security 


Surveillance Committee Tightens Control 


944h-11964 Moscow KOMMERSANT-DAILY 
in Russian 9 Sep 94 p 3 


[Article by Nikolay Podlipskiy under “Problems of 
Nuclear Security” rubric: “Gosatomnadzor Engaged 
Itself in the Fight Against Smuggling”] 


[Text] Judging by everything, the Russian Government 
fully realizes that in the light of the plutonium scandal any 
action on its part aimed at tightening national control of 
nuclear security will be met more than favorably by foreign 
political partners. As KOMMERSANT-DAILY has 
already reported, the Ministry of Justice has registered 
the main statutes issued by Gosatomnadzor [Federal 
Surveillance Service of Russia for Nuclear and Radiation 
Security] for the preparation, review, and making of 
decisions on changes in design, technological, and oper- 
ating documentation affecting the provision of nuclear and 
radiation security. 


The essence of the document elaborated by Gosatom- 
nadzor is the following: every enterprise utilizing nuclear 
materials or technologies must obtain special permission 
for any changes in technology or technical equipment. 
Essentially it must renew a compulsory license for this 
kind of activity. 


In some cases, this procedure will be simplified. If a 
territorial agency of Gosatomnadzor considers that the 
proposed changes do not require a correction of the 
conditions for which the license is in effect, then it has 
the right to issue a permit for them independently, 
informing the central office about the innovations at the 
enterprise. 


Otherwise the application of the enterprise and all other 
documents go to Moscow and it is there where the 
decision is made to allow or not to allow the enterprise to 
make the technological innovations. Fundamentally 
important and, from today’s point of view, rather old- 
fashioned is the fact that in the assessment of the 
technological changes that have the potential of affecting 
nuclear and radiation security priority will be given 
precisely to security rather than to economic efficiency. 
Gosatomnadzor personally issues the permits and itself 
determines the limits of the allowable effect of the 
innovations on the degree of nuclear security. Specialists 
of the firm thereby have the right to their own opinion 
but the committee still has the last word, because failure 
to comply with its requirements is fraught with revoca- 
tion of the license. 


Such a clearly expressed emphasis on security of the 
work of companies utilizing nuclear materials is not 
surprising and is quite predictable. The unending 
scandal about the smuggling of plutonium in the FRG is 
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forcing the government to demonstrate through all pos 
sible means that it 1s paying increased attention to the 
problem of nuclear security. The document that was 
issued, affecting absolutely all areas of the application of 
nuclear materials from the storage of raw materials to the 
burial of wastes, is dedicated to this 


In addition, the statutes are capable of hindering the 
smuggling of such materials. It is true that foreign 
controlling organizations have very strong suspicions 
that Russia is a kind of proving ground for the unofficial 
but, from a formal point of view, legal export of fission 
able materials and missile and binary technologies. In 
this sense, the order of Gosatomnadzor supplements the 
government decree from the beginning of September (sce 
KOMMERSANT-DAILY, 3 September) under which 
control of the export of science-intensive military tect 

nologies is given to the Federal Service for Foreign 
Exchange and Export Control. 


Conditions for Surveillance Listed 
944E1196B Moscow KOMMERSANI-DAILY 
in Russian 9 Sep 94 p 3 


[Article by Nikolay Podlipskiy: “Enterprises Coming 
Under the Effect of the Order of Gosatomnadzor’ | 


[Text] The requirements of the document extend to 
changes in design technological, and operating docu 
mentation affecting nuclear and radiation security in the 
construction and putting into operation or removal from 
operation of dangerous nuclear and radiation facilities 
and production systems (installations, technologies, sys 
tems, equipment, instruments, and apparatus) whose 
work is regulated by permits (licenses) from Gosatom 
nadzor. 


Severe Inflation Trends Reviewed 
944F1515A Novosibirsk VECHERNIY NOVOSIBIRSK 


in Russian 15 Sep 94 p 5 


[Article by Vladislava Afanasyeva: “We Have All 
Become Richer, but We Have Almost Not Noticed 
This’’] 

[Text] The “anniversary” date in the marathon of prices 
has passed somewhat unpretentiously and unnoticeably 
Since 1990—the last year of the five-year plan—prices 
have increased exactly by a factor of 1,000. And, while 
four years ago, it was possible to live relatively comfort- 
ably on a salary of R127, today what is most necessary for 
the average consumer is priced at R127,000. 


Do not try to calculate what you could have acquired 
“then” for a salary and “today.” Even if your expendi- 
tures increased proportionally to prices, you are hardly 
satisfied with your material situation. The commodity 
market has changed qualitatively in such a way (there 
simply were no imported commodities in stores five 
years ago) that today to be the owner of an “average” 
consumer basket is not interesting at all 
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The vigilant KOMMERSANT experts estimate the pur- 
chasing power of the population only according to the 
highest quality consumer basket. And, in their opinion, 
our purchasing power is continuously growing. But, on 
the local Novosibirsk market, it is even higher than in 
some other regions. (That is, residents of our city can be 
proud of the fact that they prefer exclusively expensive 
quality commodities and food products.) Naturally, a 
conclusion should also be made about the increase in the 
well-being of our fellow-citizens (since we buy everything 
that is good and expensive). And it would be natural to 
ask: Where is it, this well-being, if 30 percent of the 
population is content with the minimum subsistence 
level? (Incidentally, in a recent television interview, the 
minister of economy declared that there is no one who 
lives below the poverty line in our country; that is, who 
would have an income of less that R20,000 per family 
member. If it is recalled that at the end of last year there 
were only 13 percent like this in our country, then the 
statement of the minister inspired optimism. Only what 
is the situation with single mothers, the unemployed, 
student families, etc., who in their life can count only on 
not very generous social benefits?..) 


You will be even more amazed when you learn that 
pensioners have recently become the richest people in 
our country. In the second quarter of this year, the 
accelerated increase in the sizes of pensions amounted 
on the average to 53 percent, sharply surpassing other 
types of income. At the same time, the average increase 
in salaries amounted to 22 percent, but in the most 
profitable branches only 7 percent (KOMMERSANT 
No. 28). 


This is the way things stand in Novosibirsk Oblast. 
According to the data of the oblast statistics administra- 
tion, salaries in the oblast increased by 25 percent since 
the beginning of the year—from R154,500 in January to 
R184,000 in July. The highest percentage increase in 
salaries was among workers in the sphere of education— 
24 percent (undoubtedly, vacation money played its 
role). Salaries increased in the sphere of culture and art 
by 21 percent, but among highly profitable groups of 
financial workers only by 7 percent. In a material sense, 
it looks like this: The average salary in the sphere of 
credits and finances now amounts to R317,000; teach- 
ers—R156,000, and workers in culture and the arts— 
R315,000. Thus, is it worth calculating percentages 
scrupulously, if the difference in incomes is still very and 


very... 


The main thing that happened is that for the first time in 
the whole history of economic reforms, the difference in 
the differentiation of the incomes of the population 
began to be reduced. Of course, it is still a long way to the 
situation of 1990, but, nevertheless, the sensitive market 
mechanism has already started to react to social changes. 
In what way? 


Let us assume that you own a simple, good quality, 
national brand television set. However, human nature ts 
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such that, while passing by Sony and Sasung brands you 
are unable to keep from looking at the price lists. Did 
you notice? These price lists have not changed since 
spring, and in some places prices for some industrial 
commodities have even dropped. The fact is that who 
could spend millions has already spent them. The market 
for expensive highest quality commoditics 1s experi- 
encing a certain shortage of consumers, which forces 
vendors to conduct a less aggressive price policy, no 
longer orienting themselves on the high income con- 
sumer, but on the average income consumer. So this 
results in an increase in the purchasing power of the 
population (see above) and the capability of families 
with incomes of R300-320,000 per person to acquire 
expensive commodities (10 percent of the population in 
our country 1s 1n this category) 


The situation is entirely different in the group of food 
commodities. Since the middle stratum in our country ts 
getting richer, then it is entirely possible that it will 
spend its money on improving the family table. How- 
ever, native producers of food products are not inter- 
ested in an excessive increase in the price of their 
products. All they want 1s to get what they earned. At the 
beginning of the year, the average wage in agriculture in 
our oblast amounted to only R71,000, and it did not 
increase significantly during the summer. Now, the agri- 
culture specialists will try to sell their crops at a little 
higher price, and the state will try to buy them at a little 
cheaper price, but as a result the increase in the prices of 
food products is unpredictable. And, nevertheless, owing 
to the growth in the incomes of the population, the 
middle stratum will be more firm to the next spiral of 
inflation (not e* high as is being promised). Everything 
will depend, to put it mildly, on the honesty of the state. 
After all, even small increases in the budgetary sphere 
will have to be “‘procured” from local budgets. As 
always, money does not arrive on time. 


But, if the government will implement its decrees care- 
fully, :f it does not deceive the agricultural specialists 
again, and if the tax mechanism will work uninterrupt- 
edly again, then it 1s possible that the thick line between 
the rich and the poor will gradually turn into a dotted 
line. The swift social stratification raised only | percent 
of Russians to the Olympus of wealth (1.e., those whose 
consumer basket in a month amounts to R4 million). 
What is occurring today will not lead to a fabulous 
enrichment of the remaining 99.9 percent. However, 
there is the hope that the lower level of salaries will rise 
gradually, while the “‘ceiling,”’ in any case, will remain 
the same as before. 


Incidentally, do you know what also indicates an 
increase in incomes in our families? Active play with 
stocks. All of the numerous financial companies should 
have tried to develop rapid activity a year or two ago, 
when 75 percent of our population was barely making 
ends meet. But now—please! The people are voluntarily 
carrying the saved hundreds of thousands of rubles that 
formed a surplus to the RDS, MMM, Roszoloto, and to 
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various Other companies that are promising sudden 
wealth. After all, serious large investors are betting on 
substantial investment portfolios at a time when average 
citizens are trusting sharp advertising and are hoping for 
a high interest rate. And...these hopes do not always 
come true. 


Problem of Capital Outflow Examined 
90944-14774 Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 8 Sep 94 pp 1, 4 


[Article by Vladimir Grivenko under the rubric “Mental 
Calculations”: “Capital Flight From Russia: Mainly 
Squandered on High Life’’] 


(Text] /t is mot easy to study various phenomena in the 
modern Russian economy. There are no reliable statistics. 
Nobody knows the real value of Russian exports and 
imports. 


One of the few more or less reliable figures regarding the 
movement of Russian citizens’ foreign currency holdings 
is that there ts less than $15 billion in the accounts of all 
Russian commercial banks. And naturally, nobody knows 
which part of it is controlled by foreign structures, and 
which—Russian ones. 


Therefore, practically all figures shown in this article 
represent our expert estimate. It is, however, based not 


only on 13 vears of studying the volumes and methods of 


“capital flight’’ from different countries, but also on a 
direct long-term familiarity with the ‘‘new-Russian” busi 
ness 


“Capital flight’? in the 1990's is one of the socioeco- 
nomic problems of modern Russia most frequently men- 
tioned in our and foreign press. It has been turned into a 
symbol of the crisis state of the Russian society. It 
appears that the propaganda-political circles have 
reached such consensus regarding a certain horrible 
quantity of foreign currency “fleeing” Russia (horrible 
compared to the total volume of national foreign eco- 
nomic income) that the thesis regarding this plague 
probably could become part of any national accord 
agreement. 


Russian and foreign press report many facts and “facts” 
of capital flight. A recently mentioned episode: some 
“Russian” walking into the building of some Cyprus 
bank with a “‘huge”’ suitcase, which upon examination 
revealed to contain $15 million. One can only feel sorry 
for the poor guy who had to drag a container the size of 
a huge trunk and weighing somewhat more than an 
average Statistical human being (banknotes of more than 
$100 denomination have been discontinued several 
decades ago). All of this resembles somewhat unrealistic 
Western action movies, in which one sees attache cases 
with $40 million. 


Some Western publications—and the Russian journal- 
ists who quote them—sometimes for some reason try to 
include in the ‘“‘capital that fled the country” all the 
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money the Russian banks absolutely legitimately keep in 
correspondent accounts in foreign banks. Where else can 
one keep noncash foreign currency holdings? There are 
numerous instances of such strange things being pub- 
lished. 


What ts in fact “capital flight?” 


The problein of modern “capital tlight irom Russia has 
a certain past history. We mean the notorious “$100 
billion’ of “‘party’’ money, which allegedly hag been 
accumulated by the CPSU by the middle of 1980's and 
then dissipated in the bowels of Western financial world. 
In some modifications of this legend, the situation was 
presented this way: That the $100 billion allegedly is the 
money just in the bank accounts of, for instance, Swit- 
zerland alone. We do not wish to dwell on this legend at 
length for one reason: The amounts so great on the scale 
of the world economy that had this amount been in the 
hands of one “sovereign”? owner (that is, an owner 
unaccountable to anyone, who could conduct covert 
operations with this money) in the middle of 1980's, he 
could have seized a “command position” in the world 
community. True, he would have to show extraordinary 
savvy, but since this owner had managed to save such an 
amount, then... 


If, however, we do not perceive the CPSU leadership as 
such an aggress:ve economic subject, we will have to 
acknowledge that with a minimal investment savvy on 
the par! of this uncle sitting on $100 billion, we could 
have such an income from regular operations in Western 
exchanges that would allow us to at least double imports 
of consumer goods. What do you think—would we need 
any “‘perestroyka’” in such a case? Some states with 
medieval political systems and large incomes from oil 
live quite well without any modernistic perestroykas. 


So far it appears that, of the grandiose communist 
billions that disappeared who knows where, only several 
tens of mullions have been traced—those that were 
transferred annually to various kindred political organi- 
zations. Poor friends of Soviet communists! They 
received so little compared to friends of the ruling elites 
in the West! 


There were also rumors of some KGB money. The KGB, 
as USSR children were told for several decades, is, of 
course, a malicious organization. “Tut-tut—and a 
person is gone.” But if we go by the mirror principle, in 
their ‘“‘secret war’ against the CIA and other special 
services, the KGB and the GRU [Main Intelligence 
Directorate] must have spent at least $1 billion just on 
the development of elementary foreign infrastructure 
(including expenses for “cover,” maintaining illegals, 
and so on) over the 15-20 years that preceded the 
collapse of communism. This is not counting the refur- 
bishing of embassy facilities, payments to agents, paying 
for information, “bonuses” to allies and other poten- 
tially useful figures, and so on. We wonder how much 
they really had spent. 
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Such money transfers to foreign communist parties or 
various agents were done through proxy companies, 
which received money through fictitious contracts for 
allegedly delivered products. Later this quite common 
method of illegal capital transfer was actively used by 
Russian entrepreneurs. 


Actually, “independent” capita! flight also existed 
during the communist years—when, for instance, staff of 
foreign trade associations received some illegal income 
by understating—or, in reverse, overstating—prices 
when signing contracts with Western entrepreneurs. 
Since such persons were state employees, these episodes, 
naturally, fell under the “capital punishment” level of 
bribery, and, with the relatively tight control that existed 
at the time, such diversion of money was rather small. 
And, if we go into reminiscences about the communist 
years, we could put into a separate category of capital 
flight those incidents where producer enterprises them- 
selves managed to engage in smuggling their products 
out. 


Let us return to our times. How great is in fact the 
“capital flight” from Russia over the postcommunist 
period? It probably does not differ from press ‘‘canards”’ 
as much as the size of the mythical 100-200 billion 
communist-KGB dollars does from sensible estimates. 
However, in my view, this problem is indeed seriously 
exaggerated. Moreover, we believe that it 1s incorrectly 
formulated altogether. What we are dealing with is not 
“capital flight” but failure to report a considerable share 
of foreign currency income for tax purposes. 


The estimates of this part of income, erroneously called 
“capita: flight,” vary greatly and come as high as $30 
billion a year. We believe that the most likely figure 1s 
somewhere around $7-9 billion a year. We mean, of 
course, the so-called “primary” foreign currency income 
(that is, when some Fedya received $1,000 from a 
“company rep’’, then lost it in a game to Grisha, who 
“pave it as a gift” to Vanya, and so on, we treat it as only 
$1,000 of unreported income, not $3,000). In addition, 
we do not attempt to estimate the income earned by 
Russian citizens abroad from operations conducted 
abroad and not related directly to Russia (for instance, 
income from prostitution on foreign soil). This kind of 
income, however, is undoubtedly smaller than the unre- 
ported direct income generated in Russia. 


Foreign income not reported for tax purposes comes 
mainly from unreported export revenue; hidden remu- 
neration of employees of foreign or joint enterprises; 
sales of Russian real estate or Russian securities; bribes 
received from “company reps,” and so on. This money 
usually is placed initially in the accounts of offshore 
enterprises, which are frequently handled by offshore 
accounts departments of leading foreign banks. The bulk 
of unreported foreign currency income comes from the 
export of goods and services and represents either unre- 
ported extra payments on export contracts (when part of 
the money comes to Russian banks’ accounts, and 
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another part, which may be recorded, for instance, as 
payment for foreign companies’ services, 1s placed into 
offshore accounts), or pure contraband. 


However, these {7-9 billion annually do not flow any- 
where in particular. All actual investment of Russian 
citizens into foreign real estate probably amounts to $1 
billion, $2 billion at the most. Also, note where the 
so-called rich Russians (rich, of course, as compared to 
the bulk of the Russian population, but not West Euro- 
pean, for instance) mainly buy real estate. On Cyprus, 1n 
East Europe, in American cities’ suburbs. Housing ts not 
more expensive there than in Moscow. In the summer of 
this year, one could rent a quite decent 100-square-meter 
apartment in a decent location near Athens for $600-700 
a month. On Cyprus it is even cheaper. This is not 
Switzerland, where one would have to pay the same 
money for this kind of housing—except weekly. In many 
East- and South-European countries, on Cyprus, and 
many other countries in the Mediterranean, one can buy 
real estate at prices two, if not three, times lower than in 
prestigious areas of Moscow. Some Lenya Golubkov 
could sell his two- or three-room Moscow apartment and 
become an owner of a well-built 200-to- 
300-square-meter cottage in a picturesque suburb of a 
major American city by making a 25-to-30-percent 
downpayment on the total price of the house. 


Of course, some money 1s spent on furnishings for these 
homes or offices. Some other investments are made in 
the West as well. For instance, in securities. But this 
amounts to even less that what is spent on real estate. 
Nevertheless, all of this may be counted as “diverted” 
capital. As to cash savings illegally kept in Western 
banks’ accounts, in our opinion, there 1s a 80-percent 
probability that this amount does not exceed $5 billion. 
And, on top of that, the greater part of this amount 
probably should not be characterized as completely 
“diverted.” 


Why so little? And where is the rest of the “unreported” 
billions of dollars of the period of perestroyka and 
liberalization? They are in Russia. 


First, billions of dollars returned in the form of unre- 
ported or underreported import. There are many who try 
to make a point that billions allegedly flow to the West 
via overstated import prices. Given the exorbitant cus- 
toms duties and other requisitions pegged on the con- 
tract price, who in his own mind would overstate import 
prices? There are some interesting statistics, for instance, 
regarding car imports in 1994. In 1993 prices on cars 
imported from Germiuny averaged $19,500. In the first 
quarter of 1994—$700 (seven hundred!) (the data from 
FINANSOVYYE IZ\ ESTIYA). Listen, even car “‘shut- 
tle traders’ rarely buy cars at these prices. If some 
‘“bundes” [citizen] has a piece of junk sitting in his 
garage, he will rather give it away for free than bother 
with several hundred marks. And here we are not talking 
about individual “shuttle traders’—these data are for 
organized foreign trade. Such price could only materi- 
alize in the unlikely event of some company collecting 
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automotive junk specially for Russian importers. 
Because in German companies selling used cars start 
prices at a minimum of somewhere around 2,000-3,000 
German marks. 


There are numerous examples of such deliberately 
understated import prices. And this phenomenon 1s 
characteristic of all commodity groups where more or 
less significant import duties were applied over the past 
few years. And on top of that there also is pure contra- 
band. 


In addition, the “nouveaux riches” brought in hundreds 
of millions, if not billions, of dollars’ worth of personal- 
use goods trom those countries where they cost consid- 
erably less than in Russia. Part of the money had been 
spent in foreign high life. And so on. 


A considerable part of the “diverted” capital returned to 
the Russian business precisely through foreign-trade 
channels. Most of the ‘new rich” may be accused of all 
sorts of sins but not of the desire to hide $2-3 million 
from taxation only to place it in some Western bank at a 
miserable |-to-4-percent annual interest. Of course, they 
could use their accumulated hard currency quite effec- 
tively in the West. Although guaranteed interest there 1s 
measured in single digits, one could buy some hot stocks 
that would pay several hundred percent annually. There 
are several companies, the price of whose stock doubles 
on average every year and a half. However, such fortu- 
itous investment happens just about as frequently as 
large winnings in lottery, and the “new Russian rich” as 
a rule are not familiar with Western realities. And do not 
always want to become familiar with something that goes 
outside the relative small number of money-making 
methods they are already accustomed to. Therefore, 
many “new Russian rich” still prefer having their quite 
substantial (up to 100 and more percent compounded 
annual interest) and regular income. From Russian for- 
eign trade or other foreign currency operations. 


Part of the underreported foreign currency income ends 
up in roundabout ways in the accounts of Russian banks 
and other financial structures, which pay “more or less 
decent,” by Russian standards, interest rate—up to 40- 
percent annual on foreign currency. By the way, 1t would 
be interesting to compare the offers from Western finan- 
cial structures, which at one time were appearing in the 
Russian press, promising a whole of 5-percent annual 
interest, with the ads from the former USSR countries 
published in the Western press. We apologize, they said, 
that we can only promise you firmly a 20-percent annual 
interest rate, which ts not all that much measured against 
what is standard in our countries, but this is “ironclad,” 
and, besides, these 20 percent are only a guaranteed 
minimum (by the way, over the past few years quite 
frequent offers began coming from risk capital structures 
in the West offering loans but at a minimum of 30- 
percent annual, with a semiannual or even annual pay- 
ment. Such offers look very attractive against the back- 
ground of the Russian practice in the area of foreign 
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currency credit, where dollar loans may be offered by 
banks at a 100-percent annual interest rate, with the 
interest to be paid monthly) 


A considerable part of unreported “primary” foreign 
currency income comes to Russia in the form of foreign 
cash, with the help of Russian banks or even without 
such. The total amount of this cash in Russia, in our 
estimate, is about $5-7 billion (that is, about or even 
slightly more than one-half the ruble cash in circulation). 
In order to avoid misunderstandings, we would like to 
point out that, if official inflow of foreign currency into 
Russia over some period amounts to, for instance, $5 
billion, this does not mean that this amount constitutes 
a net increase 1n the foreign cash in circulation in Russia. 
First, Russian “shuttle traders” take out considerable 
amounts of foreign currency. Such nonorganized foreign 
trade comprises a rather considerable part of the total 
volume of Russian imports. Second, a lot of currency 
flows to Ukraine, Belarus, Bulgaria, China, and so on 
with their “shuttle traders.’ Cash flows out of Russia 
through other channels as well 


Now, let us return to the aforementioned several billion 
dollars kept illegally in foreign bank accounts. Such 
accounts may belong to both offshore companies and to 
companies that are Western for all practical purposes but 
are controlled by Russians. However, in either case, this 
cash accumulation 1s not uniform in its purpose. The 
lesser part of it is a “stash for a rainy day.” Some are 
“savings accounts’ of sorts, where money intended for 
major purchases in the near future is kept—either 
import-related or tor “initial settling” abroad. 


Quite possibly, however, the greatest part of it is the 
money that 1s constantly a part of Russian domestic 
goods turnover. Let us say that some Russian seller 
prefers a Russian buyer to pay him not in unreported 
rubles but in unreported foreign currency. He does not 
want to bother, however, with a suitcase with one or two 
“lemons” [millions]. This is a case for such money to be 
used. In addition, another part of unreported foreign 
currency accumulation are “working residuals” formed 
in the process of a variety of commodities or financial 
operations. 


The myth of a grandiose capital flight from Russia exists 
because there are many people interested in keeping 1t 
alive—we have already written on this subject before. 
This includes various opposition forces; various Western 
circles that are against providing government- 
to-government aid to Russia and, therefore, maintain 
that all the money issued immediately settles in Western 
accounts; special services of various countries, which are 
interested in seeing their financing for combating the 
“Russian mafia” increase, and local nouveaux riches, 
who like to present themselves as underground billion- 
aires. Many Russian and Western journalists are quite 
impressed by some attributes of wealth of the few “new 
Russians.” As is known, for some impressionable people, 
anything that is greater than a million ts a billion. And, 
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besides, some of the Russian nouveaux riches have such 
big, big aircraft—which, as a matter of fact, may cost less 
than $1 million. 


Members of the Russian ruling elite also use the myth of 
the “diverted” tens of billions of dollars in their peculiar 
way, with statements like: “It remains to be seen who 
aids whom—whether it is Western aid to Russia or 
Russian aid to the West.’ Although, this argument is 
extremely weak, since several billions of dollars in 
Western banks do not constitute “aid to the West.”’ Even 
the highest estimates of the capital flight during the 
postcommunist period still comprise a fraction of a 
percentage point of “all the money in the world.”’ The 
argument of potential danger to the West from the local 
nuclear stockpile in the event of extremists’ coming to 
power in Russia is far stronger. After all, Western 
taxpayers save annually more than $50 billion due to the 
end of the “cold war.” 


Thus, the problem does exist. But it is of a somewhat 
different nature and may be called “capital flight’’ only 
in a purely speculative way. 


Attempts to Tax Aid to Cease 


9441554 Moscow ROSSIYSKAYA GAZETA 
in Russian 21 Sep 94 p 3 


{Article by S. Smolkin: ‘‘Housing’ Dollars For Officers”’] 
[Text] 


Russia is currently the only country in the world whose 
tax agencies are “eyeing” grants—humanitarian 
financial aid from abroad 


Because of which the president of the Russian Federa- 
tion was compelled to urgently issue two edicts: one 
concerns a German grant, and the other an American 
one. In accordance with the edicts all grants from the 
United States and the Federal Republic of Germany, 
that do not have to be repaid, and everything that is 
acquired with these funds in accordance with the pro- 
grain of housing construction for the military, is tax- 
exempt (or, more precisely, the government pays the tax 
itself out of the budget). 


The presidential edicts merely slowed down the attempt 
of the tax organs to destroy the grants completely. In 
order for the program for construction of housing for 
military personnel being discharged to be fulfilled, it is 
also necessary to adopt a law prohibiting taxation of 
humanitarian aid from abroad. Such a document has 
been prepared by the government and was already 
approved by the lower chamber of the Federal Council— 
the State Duma. But the reaction of the upper cham- 
ber—the Federation Council—was different. That is not 
surprising since it consists of representatives of oblasts, 
krays, and republics forming part of Russia, which are 
within their rights to count on a substantial share of the 
taxes that are levied: perhaps on paper they have already 
included the dollars and marks in local budgets? 
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Whether that is so or not, the Federation Council 
delayed its final decision until autumn. 


The taxing of grants contradicts documents signed by 
representatives of Russia in UN organs. That, so to 
speak, is the formal aspect of this matter. How about real 
life? Millions of Germans “put out” for homes and 
apartments for Russian military personnel, while our 
financiers, intercepting millions of marks and dollars at 
mid-point, are using them to plug holes in the Russian 
budget (which they had made themselves). 


Colonel Vladimir Semenchenko, head of the Adminis- 
tration for Foreign Trade Contracts of the Main Housing 
Operation Administration of the Ministry of Defense 
estimates: “The German partners see how aggressive our 
tax organs are, which, even knowing about the presiden- 
tial decrees, are not disbursing money for completion of 
routine contracts with the builders. In September the 
Federal Council will resume work following a break. In 
October, the Federal Council willing, a law that we need 
will be adopted. Then the German side will unfreeze 
accounts and we will be able to initiate contract negoti- 
ations with the contractors, which will take another 
month. In this manner construction of military housing 
facxilities will begin in November, or perhaps in 
December. Thus at least six months have been wasted, 
and the tempo has likewise been lost: if work is resumed, 
it will take place during a period of year that is unfavor- 
able for construction work. 


“If the Federal Council does not eliminate the existing 
order of taxation, the construction program will be 
catastrophically curtailed: in some areas there will be no 
money for a school and somewhere else for a kinder- 
garten or a store.” 


We requested the colonel to explain if there are many 
officers receiving housing, how soon, and how it will be 
assigned. 


“Three years ago when the armed forces of the Russian 
Federation were created, the list of officers without 
houses or apartments contained 98,000 names (plus 
members of their families). Now that number has 
increased to approximately 140,000. The completion of 
about 38,000 apartments, which are to be built at the 
expense of the German partners, constitutes a fourth of 
the volume of all necessary construction—quite a sizable 
amount. 


“Housing facilities have been made available for occu- 
pancy and are presently being occupied at Alakurt, 
Kasimovo, Shaykovka, Durnev, Vladikavkaz, Vol- 
gograd, and Kamensk. The construction of a total of 
12,829 apartments has been completed by the end of 
August in the cities of Russia. 


“In accordance with the contract which was concluded 
construction is already under way and a total of only 
38,164 apartments will become available before the end 
of the year (naturally providing there are no new 
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attempts to tax contracting building firms, which might 
lead to new work stoppages). In 1995 we are scheduled to 
receive another 7,923 apartments).”’ 


At the same time money for housing construction from 
the Federal Republic of Germany is also used to erect 
enterprises of the building base. At Dzerzhinsk a com- 
bine is under construction for the production of lino- 
leum and plastic furniture upholstery ‘naterial, a plant 
for the production of smali-size blocks is being built at 
Volgodonsk, a brick and roof tile factory is going up at 
Ipatovo, and the production of small-size cellular blocks 
is being created at Stupino. They must yield products not 
only for military, but civilian construction projects as 
well. 


Before creating designs, the city pli nners conducted a 
demographic study: what ts the composition of the 
families of future residents. The structure of the housing 
fund being introduced was established in accordance 
with results of that study, determining the number of 
rooms in the apartments. For instance, in one of the 
housing facilities 90 one-room apartments were built, 
along with 202 two-room apartments, 155 three-room 
apartments, and 53 four-room apartments. The structure 
of the housing fund in other housing facilities is approx- 
imately the same. 


The construction of each housing facility 1s based on the 
table of organization of the military unit: for instance, if 
the unit has 500 officers there must by 500 apartments in 
the housing facility. The regiments and divisions that 
were being withdrawn, however, as a rule arrived in 
Russia understrength. A particularly vivid example of 
this 1s the military housing facility at Chaykovskiy, in 
Perm Oblast. With the created housing fund of 1,385 
apartments it was occupied by a unit consisting of only 
300 personnel. 


The grant made available by the government of the 
United States is being used to resolve the housing 
problem of military personnel in another category— 
officers and warrant officers being withdrawn from the 
Baltic states. The subsidies granted by the United States 
that are not subject to repayment are being overseen by 
the Ministry of Construction of the Russian Federation. 
Valeriya Sergeyeva, deputy chairman of the Department 
of Housing Policy of the Ministry of Construction, 
explains conditions underlying provision of apartments 
and houses financed by the United States grant for use 
by military personnel. 


“Some 5,000 units of housing will be built, which means 
they will be either houses or apartments. 


‘Houses are made available for occupation by two 
methods. First of all there is ‘direct construction.” This 
means that the constructed apartments are distributed 
according to lists compiled in the military unit. A total of 
2,500 units of housing will be occupied in that manner. 
Secondly, the military may be issued certificates for a 


FBIS-USR-94-105 
27 September 1994 


certain sum, the size of which depends on the composi- 
tion of the family of the military serviceman. On the 
average they will be worth $25,000, which is approxi- 
mately the cost of a two-room apartment. 


The first 500 certificates have been issued. This method 
is experimental to a certain degree and its future use will 
probably be changed in accordance with results pro- 
duced by an analysis of the initial results. Altogether it 1s 
planned to issue 2,500 certificates to military personnel 
withdrawn from the Baltic region. Using the funds 
received on that basis, the owners of the certificates can 
acquire homes or apartments of their choice on the 
housing market. Whoever wishes to acquire housing of a 
better quality pays any additional amounts out of per- 
sonal savings. 


“The categories of future homeowners are determined 
strictly in accordance with priorities of the intergovern- 
mental agreement between Russia and the United 
States.”’ 


Central Bank Lowers Refinancing Rate, Softens 
Monetary Policy 


944E1178A Moscow IZVESTIYA in Russian No 38, 
25-31 Aug 94 pl 


[Article by Yevgeniy Vasilchuk: “Rejection of a Rigid 
Credit Policy 1s Dangerous to the Economy’s Health’’} 


{ Text] The decrease in the refinancing rate announced by 
the Central Bank on 22 August was expected. What 
evoked a certain amount of amazement was its scale— 
from 150 to 130 percent, as compared to the timid 5 
percent of the preceding reduction at the end of July. 
However, on the whole this step corresponds both to the 
reference points of loan and monetary policy announced 
earlier by the government and the Central Bank for 
1994, and to the tendencies that established themselves 
in July-August for reduction of interest rates—chiefly on 
interbank loans and on centralized credit resources 
offered by the Central Bank at regular auctions. 


To some degree the Central Bank’s decision 1s also 
explained by the need for somehow alleviating the neg- 
ative consequences of the crisis of marketing and of 
mushrooming nonpayments, which stubbornly refuse to 
submit to either government promises or presidential 
edicts. 


The results of Russia’s economic development in the 
first half of 1994 also seem to argue in favor of a decrease 
in refinancing rates. The drop in industrial production in 
comparison with the corresponding period of last year 
accelerated, reaching 26 percent, the average monthly 
inflation rate does not exceed 10 percent, and the 
number of fully and partially unemployed grew from 7.5 
million persons in late 1993 to over 9 million in mid- 
1994. Periods of idleness and losses of work time in 
industry have surpassed the 25 percent mark. 








This report contains infoi mation which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














FB!IS-USR-94-105 
27 Se, tember 1994 


Sull, the suitability of emphatically forced overall relax- 
ation of loan and monetary policy at precisely this time 
(accompanied by partial indulgences shown at times to 
certain enterprises, sectors and regions) raises doubt. An 
inflationary mood noticeably increased in the market in 
late summer. The effect of accelerated growth of the 
money supply from 6 percent per month in the first 
quarter of 1994 to 15 percent in the second quarter is 
having an effect. The average monthly growth rae of the 
population’s monetary income has also risen—f ‘om 7.7 
in the first quarter to 8.9 in the second, in which case the 
monthly increase has become stabler. The pressure of 
demand in the consumer market was excessive up to 
recent times due to growth of the population’s savings 
and investments into financial stocks. It would hardly be 
possible to restore the confidence of small and medium 
investors in financial instruments in the near future. 
Therefore another spiral of consumption expenditures 
hould be anticipated in fall, together with all of the 
inflationary consequences. 


Abrupt weakening of monetary policy does not corre- 
spond to the deflation tendencies observed in May-June, 
in the presence of which inflation is decreasing while 
industrial production is stabilizing and increasing some- 
what in its vigor. 


According to data from the Russian State Committee for 
State Statistics the average monthly growth rate of the 
real gross domestic product was 7 percent in the second 
quarter of 1994. In the opinion of some independent 
economists the official estimates of the GDP are under- 
stated by 15 percent, which allows them to suggest the 
possibility of an even higher growth rate. 


The high rate of growth of the GDP indicates that the 
economy is overheated. Although this overheating 1s 
relative due to the structural and regional inhomogeneity 
of the economy. Nonetheless, it’s still overheating: 
Despite growing unemployment, the rigidity of the Rus- 
sian manpower market is decelerating the decline in 
expenses and reorientation of production toward items 
enjoying a demand. Credit and budget stimulation of 
such an economy does not make any sense. 


Indicative in this case is the difficult position of certain 
sectors. Their problems are structural in nature, and they 
can be explained by greater competition from imports 
and Draconian cuts in actual budget expenditures. The 
solution to these problems cannot be found in the area of 
macroeconomic relaxation. The contrary is more likely 
true—production investments and restructuring are pos- 
sible only with financial stabilization, which increases 
the confidence of investors and the term of redistributed 
loan and financial resources. Such a tendency has been 
noted: According to data of the Russian State Com- 
mittee for State Statistics the proportion of long-term 
loans in the total amount of credit investments began 
slowly rising in the first half of 1994. In March it was 3.6 
percent, and in May it was 4.7 percent (during 1993 it 
dropped from 5.1 percent in January to 3.5 percent in 
December). Now this tendency will once again change. 
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We cannot yet hope for a @> .cace in the economy's 
inflationary potential. Structurally selective support to 
promising sectors and production >\perations has stum- 
bled due to the absence of a mechanism and the criteria. 
There is money in the treasury, and even large amounts 
at that: The proportion of expenditures on the national 
economy within the total expenditures of the consoli- 
dated budget remains unchanged this year in compar- 
ison with 1993—28 percent. Where and how this money 
is to spent sensibly remains an open question. 


The program for mass creation of tinancial-industrial 
groups being pushed by the Committee for Industrial! 
Policy also elicits doubt. Wherever this makes economic 
sense, wherever there are profits, and wherever there 1s 
hope for the future, financial-industrial groups already 
exist even without the State Committee for Industrial 
Policy. “Lazy” enterprises are of course ready to squeeze 
“excess” monetary resources out of the sphere of inter- 
mediary financial institutions with the government's 
help. However, there are no guarantees that this money 
would be utilized effectively within the framework of 
such groups. Hence the cool reception of most finan- 
ciers—and not at all the most narrow-minded—to com- 
bined voluntary-compulsory establishment of business 
conglomerates. 


Update on Privatization Status in Russian Regions 


944E1190A Moscow EKONOMIKA I ZHIZN 
in Russian No 36, Sep 94 p 18 (Supplement) 


{Unsigned article based on materials from the Russian 
Federation State Committee on the Administration of 
State Property press service: “Privatization in Russia; 
News From the Regions’ 


[Text] 


In Search of a “Strategic Owner” 


Some |.7 million inhabitants of Leningrad Oblast have 
become owners of enterprises of the region and of 
Russia. Twenty auctions have been held at which the 
shares of 153 firms have been sold. Privatization has 
fundamentally changed the ownership structure—more 
than 70 percent of large-scale enterprises have been 
privatized. In the forming of joint-stock companies 80 
percent of the labor collectives have chosen the second 
preference variant (variant lgot), 19 percent the first and 
only | percent the third. 


More than 75 percent of the facilities have been sold 
within the framework of “small-scale (malaya) privati- 
zation.”’ Some 189 of 202 sovkhozes have been reorga- 
nized. In so doing 177 have become closed type joint- 
stock companies, two—open type, eight— TOO [limited 
liability partneship] and two have formed associations of 
peasant and individual farmer farms. Of the 62 enter- 
prises serving the village (processing, repair, agrochem1- 
cal, etc.), 61 have been made joint-stock companies 
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Some 11.2 billion rubles have been received into the 
budgets of various levels during the two years of the 
operation of the oblast’s privatization organs. Practice 
has revealed that the privatized enterprises have greater 
potentialities for efficient operation. With the conclu- 
sion of check privatization, the basic work of the oblast 
privatization organs 1s proceeding 1n the direction of a 
search for a “strategic owner,” who can produce real 
money by reorganizing production. The conducting of a 
whole series of money auctions for the sale of the shares 
of the oblast’s enterprises, including Kirishinefte- 
produkt, Lennefteprodukt, North-Western Steamship 
Line, Svetogorsk, and others, has already been 
announced. 


A new direction is also opening up—bankruptcy. Actu- 
ally, such work has already begun. The “breaking in” of 
possible ways of solving the problems of enterprise 
insolvency is going on. Moreover, the privatization of 
land will be started. However, until the appearance of the 
appropriate laws, only the sale of plots occupied by 
privatized enterprises will be carried out. 


Without Profit for Now 


According to preliminary totals, the number of munic- 
ipal enterprises being privatized in Murmansk will come 
to 81.6 percent by the end of this vear. Revenues from 
privatization have already enriched the city’s budget by 
R1.5 billion. Their average price 1s R287 million. How- 
ever, the process of acquiring ownership of enterprises 1s 
creating many problems for the city authornties and for 
the stockholders themselves that are difficult to resolve. 
Many enterprises which have become independent as a 
result of having been made joint-stock companies have 
faced serious financial difficulties. Some 77 percent of 
joint-stock companies actually don't have a profit, 
paying out enormous interest rates on loans to the banks 
and taxes which almost twice exceed expenditures. Since 
the enteprises are becoming real property, a secondary 
real estate market is forming in Murmansk. Eight enter- 
prises that were made joint-stock companies have 
already been re-sold. Another task now lies before the 
city’s authorities—to make it possible for needy citizens 
to acquire goods and services at accessible prices, since 
often stockholders set prices for goods as high as possible 
or change its specialization after the sale of an enterprise. 
Only the sale of enterprises on a competitive basis (po 
konkursu) 1s seen as a way out of the situation. Unfor- 
tunately, enterprises that have been made joint-stock 
companies frequently refuse to put on the balance sheet 
the social and cultural institutions which they previously 
had, citing a shortage of finances. 


The Companies Have Displayed Activity 


The Tolyatti (Samara Oblast) property fund has con- 
ducted several check auctions for the sale of the shares of 
municipal enterprises and 17 auctions for the sale of the 
shares of federal enterprises. All the large-scale and the 
majority of the medium-sized Tolyatti enterprises have 
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participated in check privatization. All told 308,000 
vouchers went through a depository during the time of 
the closed subscription. Considering that various invest- 
ment companies were active in the check exchange and, 
also, that they purchased checks and took them out of the 
city, their total numbers has come to approximately 
700,000. Consequently, the majority of the townspeople 
have sold their vouchers. The shares of more than 30 
enterprises were Offered at the last check auction and 
50,306 privatization checks collected. 


Gazprom Has Taken First Place 


The Region-TEK firm, which on the instructions of the 
oulast property fund has performed the role of a regional 
investment institution, organizing and conducting check 
auctions, has played the principal role in voucher priva- 
tization for Orenburg Oblast. On the whole check priva- 
tization in the oblast has proceeded smoothly and the 
inhabitants had a great many opportunities to dispose of 
their voucher. There are only six investment funds in the 
oblast: SIFOR in Orenburg, Imperial, Investrum and 
Bashnya in Orsk; NOSTRA-invest in Novotroitsk, and 
AROS in Gay. There are also representatives of other 
funds. ASKO-kupital has worked especially actively in 
the oblast. The Orenburg people have shown a prefer- 
ence for local enterprises at the auctions. Gazprom has 
taken first place and then the Orenburgneft, Orsknefte- 
orgsintez, and Orenburgnefteprodukty joint-stock com- 
panies. 


Small Business in Ivanovo Oblast 


Some 110 enterprises, the share of whose employees 
constitutes only 4.4 percent of those employed in the 
local economy, now operate in Rodnikovskiy Rayon 
(Ivanovo Oblast). Up to 70 percent of small enterprises 
(MP) are engaged in the sphere of trade and intermediary 
services; only 4 percent work in industry and 5 percent in 
construction. The number of persons employed in the 
rayon’s national economy has shrunk by 3,000 since 
1990, the majority of whom are now going into small 
business. 


During the first six months of 1994 the local adminis- 
tration has issued 143 licenses to them, primarily for 
trade and for individual labor activity. Some 18 small 
enterprises have been registered during this period. For 
now their main problem 1s taxes, including local ones 
which the rayon’s administration has thus far not man- 
aged to favorably adjust. 


Some oblast enterprises have succeeded in improving 
their operation after privatization. 


The Shares of Prestigious Enterprises to the 
Unfortunate Strata 


Voucher privatization has proceeded normally in the 
Republic of Tatarstan according to official estimates. 
Some 600 large-scale enterprises (SO of them in 1992 and 
270 in 1993) with an overall charter capital of more than 
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R620 billion and 411,500 employees have been priva- 
tized in the republic. About a million of the republic’s 
inhabitants have become enterprise owners. Denational- 
ization has been broadly extended to enterprises of all 
sectors except defense. 


A stage by stage program for the sale of the shares of 
prestigious enterprises to the unfortunate strata of the 
population is now being implemented. Privatization 
checks worth R50-75 billion should be accumulated by 
check investment funds in the very near future. Fund 
stores, of which there are now 22 and soon will be 40, are 
being created to help them. The Central Depository, 
which together with the depositories of the rayons and 
the cities is creating an unified republic deposit system, 
is gathering speed. At the stage of monetary privatization 
the volume of shares and benefits granted to labor 
collectives will be reduced to a reasonable limit. The 
following have now become the main goals: expansion of 
the group of private owners, help for the formation of 
strategic owners, and the active attraction of capital into 
the republic from Russia, the CIS and the far abroad. 


The Success of Money Auctions 


The Ryazan Oblast property fund has su:znmed up the 
results of the money auctions. In all the shares of 40 
joint-stock companies were represented at the auctions. 
The auction in which the shares of the Teplopribor, 
Torfmash, Kasimovset, Ryazanneftegazstroy, Skopin 
Electric Pump Plant, Elektrosvyaz joint-stock companies 
and others participated proved to be the most animated. 


The buyers showed especial interest in the shares of the 
Elektrosvyaz joint-stock company—the selling price 
exceeded the starting price by nine times. The overall 
results were as follows: the inital price of the shares 
amounted to R3,873,000 and the selling price to 
R29,406,000. In June the auctions proceeded more 
smoothly, possibly because the buyers had a wide choice. 
Blocks of shares of 28 joint-stock companies, among 
which the shares of the Ryazan Punchard Computer 
Production Association, Belskovskiy Timber Combine, 
Rosmyasomoltorg and other joint-stock companies 
aroused the greatest interest, were represented at the 
auction. 


An investment competition (konkurs) for the sale of 
blocks of shares of the Don Mining Company Produc- 
tion Association from Miloslavskiy Rayon also took 
place at the end of July. In order to complete the 
construction of and to commission an ore-dressing com- 
bine for the production of high-grade quartz concen- 
trates and granular porcelain clay, the mining company 
announced an investment program worth $52,830,000 
US. The winners of the competition were three Moscow 
companies which offered the maximum amounts of 
investments in 1994-1995—the Titan-LTD Joint-Stock 
Company ($11.03 million), the Ekores international 
enterprise (MP) ($22.8 million) and the Rozhdestven- 
skiy check investment fund ($24 million). 
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Only for Serious Investors 


The Saratov oblast property fund has been conducting 
investment competitions for almost a year now. Some 15 
facilities have gone through them during this time and 
investments worth almost R140 billion have been 
attracted. Investor interest has become more active 
recently but it is still too early to talk about a vigorous 
flow of those wishing to invest funds in enterprises being 
privatized. 


Based on the state program for 1994 one can say that 
investment competitions will become predominant in 
the privatization of joint-stock companies. The fund's 
specialists are monitoring the observance of contract 
provisions and in case they are violated can cancel a 
contract. Thus, the contract with the purchaser-investor 
of the Balakovorezinotekhnika joint-stock company was 
canceled and the shares of that enterprise sold at auction 
a second time. 


The implementation of investment programs has already 
been completed at some enterprises. For example, two 
shops of GPZ-3 (State Bearing Plant-3) were sold last 
year at an investment competition provided that funds 
were attracted for the development of new types of 
equipment. A document concerning the complete fulfill- 
ment of this program has recently been signed. The 
equipment has been manufactured and the first product 
prototypes produced. 


As yet the amounts of the investment programs are small 
(as a rule from R30 million to R1 billion); however, the 
fund is trying to attract large-scale investors. A compe- 
tition regarding the Nitron Production Association took 
place recently. Its results exceeded expectations. Given 
an investment program of $30 million, the buyer from 
the Moscow Burevestnik Joint-Stock Company oflered 
R129 billion. This amount 1s considerably larger than 
the total amount of the investments of all the enterprises 
sold at the competitions. In general foreign currency 
investments are beginning to play an ever larger role. 
The Signal Joint-Stock Company managed to attract $2 
million and $40 million will be invested in a tobacco 
factory. As yet the activity of foreign investors is mod- 
erate; however, precedents now exist. 


Current State of Russian Financial Market 
Reviewed 


944E1200A Moscow KOMMERSANT-DAILY 
in Russian 15 Sep 94 p 3 


[Article by Ingard Shulga: “We Should Not Expect 
Stability; Financial Situation This Fall”} 


[Text] A working conference devoted to the prospects of 
finance policy was held yesterday in the budget-finance 
committee of the Federation Council. The situation or the 
Russian financial market is attracting ever greater atten- 
tion from the Russian authorities. The latest events in this 
sphere of economics testify to the fact that the financial 
market will develop in an extremely unstable manner in 
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the Fall—excess money continues to flow back and forth 
between currency and the GKO |state short-term bonds]. 


Excess Funds As Free Radicals: The More, the More 
Dangerous 


By the end of August, most specialists of the parliamen- 
tary analytical services had become convinced in the 
opinion that the main problem of the Russian financial 
market was the surplus of free monetary means. For the 
entire second quarter of this year, a significant portion of 
the free monetary means tried to get onto the GKO 
market through various channels. It 1s true, the current 
supply on this market even during the period of maximal 
turnover was notably less than the potential demar 4, but 
the possibilities for speculation on this market neverthe- 
less made the problem of free capital less acute. In 
mid-summer, however, the interest of financial capital 
toward short-term state bonds dropped off. As KOM- 
MERSANT-DAILY reported repeatedly, the capacities 
for speculation had significantly declined. The free funds 
poured into the currency market, increasing the volumes 
of deals by tens of times and rapidly elevating the 
exchange rate of the dollar. Efforts of the CB [Central 
Bank] to knock down the excitement did not meet with 
great success: Sharp leaps in the exchange rate occurred 
on 17, 22 and 31 August—each time on an ever larger 
scale. On 31 August in Moscow and St. Petersburg the 
exchange rate increased by more than 40 points. And this 
is understandable, since the possibilities for profitable 
application of free capital remained limited. 


Nevertheless, in mid-August there was again an upswing 
in interest toward the GKO. However, the bond market 
rapidly “overheated’’—the agitated buy-up of bonds of 
all series and terms of repayment brought the quotes 
close to their face value, which to the delight of the 
Minfin [Ministry of Finance] reduced the profitability to 
an unprecedented level for these securities. The average 
weighted profitability for repayment of 3-month bonds 
of various issues on 25 August was within the range of 
68.75-88.40 


per annum, and for 6-month GKO this spread comprised 
77.05-101.08 percent. The profitability of short-term 
state bonds became lower than the profitability of most 
other assets, including ruble deposits. In this situation, 
the possibility of continuing speculation narrowed, and 
the problem of free funds again became acute. Thus, by 
the end of August there was a mass of free funds 
requiring profitable investment. 


We should, of course, stipulate that the excess capital 
could not go back and forth only between the two 
markets, the GKO and currency. Some part of it went to 
other markets, causing a change in the market conditions 
there. In this connection, the upsurge of interest toward 
securities of a number of joint-stock companies is quite 
notable—primarily enterprises in metallurgy and the 
TEK [heat and power complex]. Average rates of weekly 
growth of stock quotes for these enterprises since the 
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second half of August comprised tens of percentage 
points, which could ensure high profits for their dealers. 


The unexpected change in the market conditions also 
touched upon certain other segments of the financial 
market. The movement of the rate for inter-bank credit 
illustrates the deperdence on the state of affairs in the 
currency and GKO markets. Their activization 
demanded the attraction of additional resources and 
held down the general tendency toward reducing the 
credit rates, so that at times they even went up some- 
what. However, as a rule, when the activity on these 
markets dropped off, ihe rates of the MBK [inter-bank 
credit] continued to sharply decline. 


It is notable that the plans of the Minfin included the 
intensive changeover of interest-bearing finance capital 
to state bonds with a longer term of repayment. For this 
purpose, it began to regularly decrease the volumes of 
issue of 3-month GKO, and to systematically increase 
the issue of 6-month GKO. Moreover, it planned to issue 
at the beginning of September securities with a repay- 
ment term of | year. However, the demand for the 
“longer” bonds turned to be much less than for the 
“shorter” ones—much less than the Minfin would want. 
The disruption in the schedule of restructuring held up 
the planned decline of the relative share of 3-month state 
bonds in the overall mass of GKO. In August, the total 
issue of 3-month GKO exceeded the July indicator. 
However, in order to cover the August obligations, the 
Fall emission must increase by a certain unplanned 
value. And in fact, while the last issue in August was 
retained at the level of the preceding one (600 billion 
rubles (R)), the volume of the first issue in September 
turned out to be even greater—R900 billion. The issue of 
yearly state bonds has also been put off until November. 


Currency market remains the favorite 


The decline in interest toward short-term securities in 
combination with the disruptions in the schedule for 
restructuring may lead to the situation in which the 
authorities, for the sake of balance in the financial sector, 
will have to stimulate interest in state bonds. Such a 
process may take on a repetitive character, and each 
wave will require an upsurge of GKO emission, whose 
goal is to cover these same obligations. The reasons for 
such a wave-like development of the GKO market do not 
lie in this market itself, but rather in the unstable 
equilibrium of the entire Russian financial market, when 
free money is ready to go in one of two directions almost 
in a single mass. This phenomenon will make itself 
known again in the very near future. 


At the beginning of September, the financiai market was 
in a state of tension. Despite the absorption of part of the 
temporarily free financial resources by the currency 
segment, the freeing of considerable funds was possible. 
This capital could lead to new surprises in market 
conditions, similar to those which occurred last month. 
Already on the first September GKO auction, there was 
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a partial repetition of the August scheme: The auction 
absorbed only part of the funds directed to this segment 
of the market, and the money was immediately chan- 
nelled to the currency market, again raising the exchange 
rate of the dollar. However, the difference from the 
August situation consists of the fact that at the given 
moment the GKO market is not attractive enough to 
absorb a significant part of the free capital. The situation 
will become more complicated after the inevitable mon- 
etary infusions from outside—the repayment of the 
GKO issues, credits for the APK [agro-industrial com- 
plex] and the ‘“‘northern influx.” 


In the Fall the free funds, most likely, will go in ever 
greater scope to the currency market and a significant 
distortion will arise in the finance system. The only thing 
which may hinder this is the policy of the CB, which 
nevertheless keeps the situation under contol. Moreover, 
the Central Bank is not particularly interested in 
reproaches to the effect that all the free financial 
resources have gone to the currency market, when there 
is an obvious shortage of resources in the production 
sphere. It is logical to assume that the Central Bank will 
make an effort to reduce the attractiveness of the cur- 
rency market. However, only the emergence of an 
equally attractive direction for investment of funds may 
realistically correct the distortion in the financial sphere. 
We cannot exclude the possibility that such a direction 
may again become the GKO market—provided that the 
authorities are able to restructure it. However, even then 
the situation will not become truly stable. There will 
simply be a repetition in the Fall of free money going 
back and forth between the currency and the GKO 
markets. 


Livshits Views Course, Progress of Reform 


944K23544 Moscow ARGUMENTY I FAKTY 
in Russian No 37, Sep 94 p 3 


[Interview with Aleksandr Livshits, leader of a group of 
experts under the president of Russia, by unidentified 
ARGUMENTY I FAKTY correspondent; place and 
date not given: “Property and Power Have Already Been 
Divided”’] 

[Texi] The purpose of the meeting with Aleksandr 
Livshits, the leader of the group of experts under the 
president of Russia, is to understand what awaits us in the 
near future, where and how reform will go, and what reefs 
we will encounter along the way... 


[ARGUMENTY I FAKTY] Aleksandr Yakovlevich, this 
subject has already become tiresome, but it would not be 
right not to analyze it, inasmuch as a squall of letters and 
phone calls about MMM has hit ARGUMENTY I 
FAKTY. Confess, how did you let this situation with 
MMM and Tibet slip by? Why did you allow it to turn 
into such a scandal? It seems to us that somebody did 
this intentionally. Are we right? 


{Livshits] I also have the feeling that there are people 
who are monitoring this. Everything 1s going so logically 
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and smoothly. Small and medium-size tirms were 
playing in the beginning, taking large blocks of stock. But 
they were able to surrender them just before the scandal. 
The most unfortunate were duped, “abandoned” by 
everyone. They are even now being formed into a kind of 
nucleus. It will soon be determined what political force 
these people will be drawn toward. 


But on the whole all of us were tardy. The exception is 
the president; two of his edicts on protection of inves- 
tors’ rights came out as early as June. This indicates that 
we foresaw a scandal, but thought it would occur some- 
time in September, and then the edicts would be suc- 
cessful. 


[ARGUMENTY I FAKTY] To let something like this 
slip by is like not noticing an axe over one’s head. Will 
the government assume any financial obligations to the 
stockholders of MMM and other such firms? 


[Livshits] In my opinion this must not be done in any 
event. There is no money, and the precedent should not 
be established. 


[ARGUMENTY I FAKTY] The question here is not 
economic but sociopsychological: People have once 
again been “abandoned” and deceived. 


{Livshits] Many have written to the president, and I have 
had occasion to read the letters of those who are 
aggrieved: “Yes, we know that this is unreliable. But this 
is our shelter, and it is warm for us there. Leave our little 
home alone.” So, I think, just as many trusting “Pinoc- 
chios” dug their money in the field of miracles as could 
be expected. 


[ARGUMENTY I FAKTY] This really became like a 
casino. Without working, they just moved their hands a 
little and won. There was also the typical attribute—a 
queue for stocks. In the mass mentality—if there is a 
queue, it means that something good ts being offered. 
The herd instinct is very powerful. 


Right after MMM and Tibet, the next mistake was the 
arrest of Vaynberg. Once again it is shameful, stupid, 
and dirty. What were they counting on? Why did the 
president not “get involved?” Or has he entirely 
divorced himself from worldly affairs? 


[Livshits] As for the authority of the president, it is 
exceptionally great. But the letter in defense of Vayn- 
berg, signed by entrepreneurs, did not reach the presi- 
dent in time. 


[ARGUMENTY I FAKTY] Aleksandr Yakovlevich, tell 
me, what is your reason for being on the staff of the 
president? 


[Livshits] This sounds trite. | want to help Russia. I have 
this ability. The president can be persuaded. 


[ARGUMENTY I FAKTY] What do you think, how will 
your Kremlin career end? 
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{Livshits] it is difficult to say. In the Kremlin and the 
White House sometimes things are done without you 
that you yourself would not allow. And the question 
arises for many who work here: Does the time not come 
when it is necessary to turn in one’s resignation? After all 
people (acquaintances, friends) will think: Once you are 
there, you will not allow this to happen, and you will not 
make mistakes. But, after all, you may not know what is 
going on behind your back! 


[ARGUMENTY I FAKTY] Is it possible to return to the 
past on some kind of new wave? 


[Livshits] No. The distribution of power and property 
has already occurred. Therefore, those who have one and 
the other will not allow a new wave of division. How 
much is possible?! 


[ARGUMENTY I FAKTY] Have you sensed disap- 
pointment at anytime? 


[Livshits] Yes, just before and after the October events. 
Who won? Everyone lost, no one won. I had one idea: 
Everyone has to repent. Everyone! To this day there is a 
feeling of personal blame. I was obligated to think of 
something, but I did not. 


I was struck by the fact that people in our circle were 
saying “We are finally free from the opposition.” But 
this was the most awful thing possible. After all, we 
might make a mistake, and there would be no one to say 
that we are wrong. 


[ARGUMENTY I FAKTY] Nonpayments have been 
tearing the heart out of the economy for more than a 
year. But why is it only now that a commission on 
nonpayments has been organized? What do you think, 
will any good come from it? 


[Livshits] I will cite this case: The court declares an 
enterprise bankrupt. The collective quiets down and 
waits to see what will happen. But a new day dawns, and 
nothing happens. Month after month goes by, and the 
collective is in the same interesting position. Thus, there 
are no bankrupts, because there are no mechanisms for 
reorganizing enterprises. So, the new commission will 
establish them. 


Legally amoral business is one of the reasons for non- 
payments. For example, an individual private enterprise 
receives oil products for hundreds of millions of rubles 
without prepayment from the oil refinery. There is 
silence—payments do not arrive. Or that same NPZ [oil 
refinery] sends the product abroad to a very questionable 
buyer, obviously knowing beforehand that the partner 
will not pay. 


[ARGUMENTY I FAKTY] The director will get his, 
and he does not need more. 


[Livshits} And afterwards he will say that the authorities 
are bad. 
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[ARGUMENTY I FAKTY’] But what, the authorities are 
good if they permit him to do this? If the authorities 
know about such directors, why are they remaining 
silent? 


{Livshits] No one has seized them by the hand, although 
this is a widespread practice. It is difficult to establish 
the damage sums. There are fools who make prepay- 
ments. Then the director converts the prepayment and 
places it in a hard currency deposit. He sends his people 
on vacation to Cyprus, and he himself goes to Hawaii. 
Why not? There are no taxes, no payments. He 1s 
satisfied. 


[ARGUMENTY I FAKTY] The poverty of an engineer, 
a young research worker, a teacher, a doctor—this is the 
poverty of the most important social stratum—the 
middle class. Actually, it is this middle stratum that 
should become the fulcrum of reforms. Why do you not 
take this into account, and why embitter the people? 


[Livshits] People are angry not over the differences in 
incomes but because they cannot realize their consumer 
dream. For example, one dreams of a car. But it is 
difficult to buy a car at today’s prices. Of course, there 1s 
a need for cars that are more accessible in price. There is 
a need for inexpensive cars, apartments, and dachas. | 
think that there are no changes in prospect for VAZ 
[Volga Automobile Plant], Izhmash [Izhevsk production 
association of machine-building enterprises], and AZLK 
[Moscow Automobile Plant imeni Lenin Komsomol] 
other than to sell cars to low-income groups of the 
population for credit, and also at an accessible price. 


[ARGUMENTY I FAKTY] Tell us, what new problems 
could face Russia in the near future? 


[Livshits] Management of state property will become an 
acute problem. Moreover, not only its sale but also its 
purchase. Similar to nationalization? Yes. So what? 


There should be no place for ideological symbols in 
management. Only expediency should prevail. It hap- 
pens that to subsidize is not profitable. It is much better 
if the state buys the stocks of such enterprises for this 
money. With its help it will get into the management of 
enterprises, it will learn how resources will be used, and 
through its own experience it will help correct the 
situation. And afterwards—reprivatization. 


The socioeconomic rights of those employed in priva- 
tized enterprises will become one more problem. There 
is no current labor legislation, and this “does not shake 
anyone.” What is to be done if hired workers say that 
they are being robbed, insulted, and forced to work 
overtime, that they are not being paid for this, and that 
they are not given social assistance? 


The next problem will be associated with foreigners. 
Yesterday we needed them more than they needed us. 
Today it seems we are close to a balance. Everything will 
be the opposite tomorrow—they will need us much more 
than we wi!! need them. The West ts preparing for a very 
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powerful expansion of Russia on the world market. In 
what way? Western investors are drawn to our export- 
oriented sectors, desiring to put them under their con- 
trol. There are no hindrances for them, inasmuch as 
everyone is euphoric. It is clear that there will be a lot of 
theft here and damage to the national interests. This has 
to be suppressed ahead of time, while the opportunity 
still exists. 


Do you know on what subject the presidential campaign 
will be won, or at least half of it? On the subject of 
defending the domestic market. According to our data, 
55 percent of Russia’s consumer market has already been 
captured by foreigners. If it continues this way, by 1996 
it will be 70 percent. Those who are successful in playing 
this subject will not only receive social support but will 
be given big money by those who do not want to share 
with foreigners. 


[ARGUMENTY I FAKTY] An enormous ship exists— 
the VPK [military-industrial complex]. Close by, thou- 
sands of people are making a living from it. Not only 
engineers and scientists, who are the best in the world, 
but aunts with purses: accounting clerks, storeroom 
personnel, janitors, and bookkeepers. They do not 
receive a lot of money, but they maintain a family on it, 
they feed their children. What is to be done with these 
people? Does the government understand, does the pres- 
ident understand that as a matter of fact it is not just a 
Khariton that stands behind the military-industrial com- 
plex, but a Marvanna and millions like her throughout 
the country? 


[Livshits] I trust so. The fate of the Marvannas is the fate 
of the reform. 


In the near future the annual interest rate may drop to 50 
percent, and inflation even more than this. With such a 
rate, the director of even an enterprise that is on the 
verge of ruin can easily take a two-year credit loan. And 
by changing the product mix, technology, and equipment 
he can change the life and income of his collective. 


I am convinced that we have entered a phase of financial 
stabilization Russian-style. According to American mea- 
sures, this is still wild inflation and a complete night- 
mare, but for us—it is already an improvement. Why is 
there such a scuffle regarding MMM? Because a fight has 
unfolded for the savings of the people. And the presence 
of savings is a sign of economic improvement. When 
there are no savings, there is no Leni Golubkov. 


It is also difficult for us because there is no flexible labor 
market. We have never really had one. For example, 
wages in one oblast are greater than another by a factor 
of five. (What would this mean for an American? He 
would get in his car in Oklahoma and drive to Missouri. 
This is a mobile labor market, where workers move from 
one place to another, thus equalizing it.) But our person 
will not go anywhere. His kitchen garden and relatives 
are here. In our country there are as many labor markets 
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as there are regions. So, Marvanna—whether you like it 
or not—will have to be supported. 


We are now working on an action program five-six years 
into the future. A lot has to be changed. The transition to 
the market and a recession is one thing, the other thing is 
pulling out of the crisis and beginning the upward climb. 
We have to prepare for this. 


Head of Finance Ministry Department on 
Securities Market 


944E1185A Moscow DELOVOY MIR in Russian 
] Sep 94 p 5 


[Interview with Bella Zlatkis, director of the securities 
department of the Ministry of Finance of the Russian 
Federation, by DELOVOY MIR correspondent Vera 
Udalova; place and date not given: “Changes Are 
Coming to the Securities Market’’] 


[Text] A little from the newest history: A boom in stock 
exchanges in 1990-1991, the beginning of privatization in 
1992, and, finally, the passion for stocks in 1994... Today, 
any old lady standing in line for potatoes will advise where 
it is more profitable to invest one’s hard earned money in 
order to beat inflation, but not everyone, even a highly 
educated specialist, will easily and sensibly orient himself 
in a stormy sea of stocks, certificates, debt obligations, 
and bills of exchange. And there are numerous examples 
of this—the most renowned of which is the scandal 
concerning the joint-stock company MMM. 


Bella Zlatkis, director of a department of the Ministry of 
Finance of the Russian Federation and a member of the 
collegium, talks to a DELOVOY MIR correspondent 
about the securities market that has been formed in our 
country. 


[Udalova] Can it be claimed that a securities market has 
taken shape in Russia? 


[Zlatkis] In general, its foundation has been laid rather 
firmly. But it is breaking up into two big sectors that are 
not comparable in volume and quality. One segment is 
state securities. Here state short-term obligations are 
leading: These are highly technological, highly liquid, 
and reliable securities. The securities in circulation now 
amount to approximately R5 trillion, and only RI bil- 
lion in securities was issued in May 1993. We are 
continuously working with the Central Bank of Russia 
on perfecting technologies, owing to which, in contrast to 
other loan resources on the market, their turnover is 
being lengthened. In addition to three-month bonds, we 
are now actively selling six-month obligations whose 
volume since March increased from R5 billion to R300 
billion, and in subsequent auctions we will increase the 
volume specifically of these securities by seeing to it that 
their amount constitutes from 30 to 50 percent of all 
State securities. 


We are also preparing for the emission of annual bonds 
that will be issued in November. By the end of 1995, 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 

















26 RUSSIA 


their volume will amount to R600-700 billion. The high 
liquidity of all of these securities will make it possible for 
the state to reduce the price of their servicing, which has 
an appreciable effect on the level of inflation. 


{Udalova] And in what way does the quotation of these 
bonds occur? 


[Zlatkis] In a completely marketing way, at auctions that 
are conducted regularly on the Interbank Currency 
Exchange through the first dealers—the largest banks of 
the country. Both nonresidents and physical persons can 
also become investors. After an auction, the securities go 
to a bank, and, in particular, every citizen can acquire 
them through branches of the Savings Bank. I am pleased 
to note that we were able to break the distrust of the 
investors with respect to the state, and today our securi- 
ties enjoy a high demand, in any case, it clearly exceeds 
the supply. 


The volumes and prices of borrowing makes it possible 
to say that the state is a first-class borrower, and it meets 
its obligations honestly. 


Alternative state financial instruments also exist on the 
market. For the public—which got accustomed to the 
3-percent loan bond, since it was a lottery bond—we 
issued an internal premium bond in 1992 where already 
45 percent of the total issue was assigned to prizes. To 
date, such securities have been issued for R50 billion, 
which 1s substantially more in volume than any nonstate 
lottery. 


We have begun to trade this year for the first time in 
paper gold. Our ‘“‘gold certificate” is a fixed-term con- 
tract for the purchase of gold. It enjoys great popularity 
and is used by many banks asa collateral instrument. We 
are thinking of continuing the issuance of this kind of 
financial commodity on our market. 


In order to break the population’s negative attitude 
toward the state as a borrower and to fulfill its obliga- 
tions for USSR debts, we began to pay off the Union 
debt in accordance with the decree of the Government of 
the Russian Federation, starting on 15 June of this year. 
Regarding the sum of compensations, we fulfilled the 
conditions of commodity borrowing in all positions, 
except automobiles, for which only 60 percent of today’s 
market price has been paid. All other commodities are 
being paid 100 percent of the market prices. The pro- 
gram is very expensive—more than R2.5 trillion, but we 
consider its fulfillment important in principle, since this 
is not only fair with respect to the public, but it also 
makes it possible to attract investors to the state debt 
market. 


(Udalova] But other securities also exist—stocks of 
privatized enterprises and of various joint-stock compa- 
nies... 


{Zlatkis] Yes, and here the situation is a lot more 
complicated. The financial services market, in particular 
among offerings for the private investor, is developing at 
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very rapid rates. These rates substantially outstrip the 
state regulation of the market, but the main thing is the 
accumulation of experience by the rank and file investor 
But this leads to great unpleasantness. One of them 1s the 
partial or full loss of deposits. It is my conviction, and it 
is different from the opinion of many economists, that 
the unpleasantness occurs more from the lack of expert 
ence of the investors than from the lack of adjustment of 
State regulation. It has not been possible even in one 
country of the world to eliminate financial machinations 
entirely, if an investor who craves high incomes seeks 
them eagerly. We are trying to do work in this direc- 
tion—we are appealing to citizens, we are explaining 
their rights to them, we are paying attention to the 
protection of their interests, and we are trying to suggest 
to them that professionals should engage in such activity 
Can a hospital be considered a medical institution, if it 
does not have even one specialist with a diploma? Only 
professionals can render financial assistance to the 
people, and your prosperity and material well-being 
depend exactly on them. 


{Udalova] What should the average investor pay atten- 
tion to most of all, when acquiring the stocks and 
securities of various companies? 


[Zlatkis] A security becomes a full value financial com 
modity on the market only after it has gone through state 
registration. The state does not guarantee incomes on 
these securities, but it guarantees that the issuer exists 
physically and owns certain assets, that professionals 
work on the staff, that a detailed prospectus of issuances 
exists, and that the prospectus itself contains the neces- 
sary information concerning the business that is being 
recommended. 


And although the state does not bear responsibility for 
the reliability of the information presented in the pro- 
spectus of issuances, it in reality registers the one who 1s 
responsible for it. Why do we recommend conducting all 
transactions through brokers? They are familiar with the 
rights and obligations of the issuers of one or another 
security and are answerable for their work to the client 


In particular, if a physical entity has decided to acquire 
a stock, then it should, at a minimum, know that such a 
purchase is accompanied by a listing in a register of 
stockholders. Othcrwise, the citizen does not get a jurid- 
ical right associated with the ownership of stocks, he 
cannot receive dividends, and, if the company goes 
bankrupt, then he is not even due his share of the 


property. 


Unfortunately, it 1s precisely this situation that occurred 
with MMM. Actually, the owners of stocks are not 
stockholders of the joint-stock company. The Ministry of 
Finance conducted long and painstaking work with 
MMM, and not one of our comments on its work got into 
the press, because we understand well the kind of reper- 
cussions this would cause in society. But the joint-stock 
company did not heed our warnings, and this led to such 
regrettable results. We hope, nonetheless, that investors 
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will suffer minimal losses, and that the clear program of 
actions at the reception points of the joint-stock com- 
pany that opened on 22 August will lead MMM out of 
the crisis. 


I want to turn attention to yet another aspect of MMM's 
activity—this is its notes in which it trades actively. Asa 
matter of fact, the notes are not securities in any way, 
they are simply a well-executed advertising product. It 
does not guarantee the investor any kinds of income. 


In conclusion, | want to emphasize once more, when 
buying securities, it is necessary to assure oneself what 
rights you are acquiring, who guarantees them, and how 
they can be implemented. But do not forget that this is 
possible in only one case: if the securities that you 
acquire are registered by the state and, in addition, that 
the basic rules for their circulation are observed. 


Unfortunately, by far not every stock will bring you 
income. It happens in the whole world that stockholders 
frequently incur losses associated with the results of a 
company’s operations. But these losses can be mini- 
mized, if the corporation is legal, and if the stockholders 
at their general meetings are able to influence business 
outcomes. The latter is very important, because, having 
become a stockholder, the citizen cannot expect reim- 
bursement of losses from the state. He has a right, 
together with other stockholders, to demand the convo- 
cation of a general meeting and to look into the matter 
with the company’s management. 


As a rule, stocks are bought by those who are inclined to 
take risks. In any case, we wish them success! 


Program To Revamp Merchant Fleet 


944F 13934 Moscow ROSSIYSKAYA GAZETA 
in Russian 27 Aug 94 p 3 


[Interview with Nikolay Tsakh, director of Maritime 
Transportation Department, by ITAR-TASS commen- 
tator Gennadiy Bocharov, special for ROSSIYSKAYA 
GAZETA; place and date not given: “Facing the Ocean: 
A Government Program of Maritime Fleet Revival 
Developed”’] 


[Text] By itself, the program, as is usual in Russia, is 
grandiose. How it will end—time will show. Nikolay 
Tsakh, director of Maritime Transportation Department, 
believes in success. Tsakn is pragmatic, energetic, and 
masks his laudable vanity well. His “captain’s bridge” is 
in the very heart of Moscow. The seamen share the 
well-constructed, solid building with the five-star Savoy 
hotel. One can “see” well from this building all the ports 
and ships in the World Ocean. 


The lifetime career of the head of the sector that nearly 
collapsed as a result of the disintegration of the USSR is 
as straight as a tightly strung rope. The Far East— 
Moscow. Tsakh’s career is a Soviet classic: from a sailor 
to the chief of the Viadivostok port to USSR deputy 
minister, and then head of Russia’s maritime department. 
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{[Bocharov] What did Russia inherit as a result of the 
division of the former USSR merchant fleet? Do you not 
find a resemblance to a shipwreck in this? 


[Tsakh] The CIS countries got 50 percent of port capac- 
ities—this is a critical gap in infrastructure. Russia 
completely lost bulk-carrier fleet. A part of passenger and 
the entire refrigerator fleet. We lost the Baltic tankers. 
The average age of vessels remaining in Russia is 16.3 
years. 


[Bocharov] What does it mean? Graying temples? Or 
closer to baldness? 


[Tsakh] It means that if we sit and do nothing, in six to 
seven years there would not even be 30 percent of vessels 
left in the fleet fit to steam in seas and oceans, And, by 
the end of the first decade of the next century, we would 
find ourselves in the marine backyard. 


[Bocharov] Do you believe that the threat of such a 
prospect 1s over? 


[Tsakh] I think so. We have stopped looking at what 
happened as a collapse. It 1s not a collapse. It 1s a starting 
point for renewal. It is a historic chance, which we must 
use. Hence the idea of the program. 


[Bocharov] A program means money. What will be the 
total cost? 


(Tsakh] It is $23.5 billion. 


[Bocharov] The country does not have this kind of 
money. Where are you going to get it? 


[Tsakh] Domestic and foreign investment; income from 
freight—that is, our own commercial activities; partly 
budget funds, money from a special fund set up by the 
president's edict and approved by the government; and 
so on. The time frame for the program implementation is 
12 years. The means will be distributed accordingly 


[Bocharov] What is necessary to do on shore? 


{Tsakh] The program envisages a full or partial recon- 
struction of the entire port system of Russia. Plus 
building six new ports. We will build 86 cargo transfer 
facilities, which will allow us to solve a very acute 
problem of rhythmic transportation. Considering the 
importance and the scale of the work, we have set up a 
special directorate for program implementation. It is 
headed by Vladimir Aristarkhov—a strong construction 
engineer and specialist. We got things going. 


[Bocharov] Are there examples that this is not an illu- 
sion? 


[Tsakh] There are. Of 86 cargo transfer facilities, 23 
already are under construction. Also two out of six ports. 
One of them is not far from Astrakhan—with the eye on 
the future “Russian gate” at the Caspian Sea. A terminal 
for the handling of 150,000 large-capacity containers 1s 
being built in St. Petersburg. We purchased a dock to be 
used as a base for the nuclear fleet of the Murmansk 
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steamship line—its exploitation will begin in the end of 
this year, at the latest in the beginning of the new one. 
Thus, a very acute problem will be dealt with, and a huge 
city will get rid of nuclear vessels that now have to 
“dock” in its center. 


Construction is completed on a new pier that will accept 
70,000-tonne tankers in the port of Vanino. As is know, 
this Far Eastern port used to serve only the Sakhalin line. 
The port was closed for foreign vessels. Three years ago 
we opened it. This port is of great importance. It is the 
shortest passage to the sea in the east—the logical 
completion of the BAM [Baykal-Amur Railroad], its last 
link. Work also is being conducted in Nakhodka. Despite 
its scale, the government is not investing a kopeck into 
reconstruction. The money is the shareholders’ problem. 
We are glad to see attention to the port on the part of 
Japanese and Americans. High-capacity, truly modern 
ports in the east are vitally needed by the new Russia. 


[Bocharov] And what about the fleet? 


{Tsakh] What we need is 600 new vessels. Of them, 282 
will be built at domestic enterprises—orders already 
have been placed and confirmed. The problem of fleet 
modernization is no easier than the problem of shore 
ports. But there is some progress. Having become joint- 
stock companies, steamship lines got the freedom of 
action. Now they themselves order vessels in both near 
and far abroad. They also scout for money on their own. 
The Novorossiysk steamship line attracted, for instance, 
a credit of almost $300 million. 


With this money, 12 tankers are being built in Croatia. 
The first already is finished and afloat. The next three 
will be born simultaneously at other Croatian shipyards. 
The Sakhalin steamship line has purchased (with 100- 
percent foreign investment) 10 Turkish-built vessels, 
which were placed into import-export operations. Where 
just recently submarines were built (Komsomolsk- 
na-Amure), construction of timber and bulk carriers 
began. Private companies are beginning to display per- 
ceptible activities in buying vessels, which are also a 
component of our fleet. There are already 145 of them in 
Russia. 


[Bocharov] Losing control is a matter of concern in any 
economic sector. Are you being listened to on the local 
level? Or, having become joint-stock societies, have 
steamship lines placed themselves outside the power of 
the national maritime administration? 


{Tsakh] Steamship lines have a lot of independence. But 
our influence is considerable. The mechanism is simple: 
The department owns between 20 and 55 percent of 
shares in each steamship company, in each federal port. 
In addition, we handle the licensing of all transportation 
work, oversee that transportation is done within the 
bounds of licensing. 


{Bocharov] What was your greatest success lately? Which 
fact, which event? 
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[Tsakh] Russia joining the council of International Mar- 
itime Organization—IMO. This is great luck. The 
council represents the 10 largest sea powers of the world. 
[Bocharov] What does it give us? 


[Tsakh] Not a single principal decision of the most 
authoritative body of the international maritime com- 
munity will be made without taaing into account Rus- 


maritime fleet already began to bring profit to the 
country. So far it is not much—a little more than half a 
billion dollars. This is only one-third of Russia's share in 
the revenue of the former Soviet maritime fleet. But the 
conditions are principally new, too: The level of taxation 
increased—the tax pressure frequently makes maritime 
business just barely profitable, and, in many steamship 
lines, the amount of taxes already exceeds the amount of 
profit; insurance premiums increased; there are new 
serious expenses on the transit of cargo through the 
territories of yesterday’s brotherly republics; a very 
strong deformation of the shore infrastructure; wear and 
tear on the fleet; and so on. 


People are working in difficult conditions. The hydro- 
graphic fleet found itself without a master, the nuclear 
fleet, the entire icebreaker fleet, as well as the service and 
auxiliary fleet, which means thousands upon thousands 
of people who demand clarity and urgent actions on the 
part of authorities in the area of privatization of prop- 
erty. But with all the urgency of this and other problems, 
even given that success 's clearly meager, we are moving 
ahead. I am convinced that already in the foreseeable 
future, in terms of foreign currency efficiency, the mar- 
itime fleet will be able to compete with raw materials 
exports. This effectiveness can be |.6-1.7 times higher. I 
travel around the country, participaic in organizing 
freight traffic, and I can see that a lot is changing for the 
better. Our vessels transport new refrigerators, 
machinery, timber, television sets, metal. The country is 
working! When you turn on the TV or radio, however, all 
you hear is: chaos, collapse, paralysis. How long can this 
go on? 

{[Bocharov] How do you react to all this? 

[Tsakh] It gives me the creeps. 


[Text] Following Russia, the United States of America 
recently adopted a national program of maritime fleet 
revival. Similar voices began to sound in Europe: France 
recently declared its intent to regain its status as a great 
sea power. Well, it happened more than once in the past 
that Russia was the first at the start of great initiatives 
and beginning. The point, as usual, is to be the first at the 
finish. 


Decree on Establishment of Enterprise, Industry 
Council 

944F1393B Moscow ROSSIYSKAYA GAZETA 

in Russian 27 Aug 94 p 5 

[Text of the decree No. 912 of 12 August 1994, Moscow; 


“On the Council on Industrial Policy and Entrepreneur- 
ship Under the Government of the Russian Federation’ 
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[Text] For the purpose of strengthening practical inter- 
action between the leadership of enterprises, banking 
and entrepreneurial structures, and science organiza- 
tions and federal organs of state administration, consol- 
idating their efforts in the implementation of the indus- 
trial policy, development of production, and drafting 
measures of state support for entrepreneuria! activities, 
the Government of the Kussian Federation decrees: 


1. A Council on Industrial Policy and Entrepreneurship 
Under the Government of the Russian Federation shall 
be created on the basis of the Council on Industry and 
Entrepreneurship Under the Government of the Russian 
Federation and the Council for Development of Entre- 
preneurship Under the Government of the Russian 
Federation. 


2. The attached Statute on the Council on Industrial 
Policy and Entrepreneurship Under the Government of 
the Russian Federation is hereby approved. 


3. O.N. Soskovets, first deputy chairman of the Govern- 
ment of the Russian Federation, shall undertake the 
general supervision and coordination (the Council’s 
coordinator) of the activities of the Council on Industrial 
Policy and Entrepreneurship Under the Government of 
the Russian Federation (henceforth called the Council). 


4. The Council leadership is hereby approved as follows: 


—I.Kh. Kivelidi, vice president of the League of mem- 
bers of cooperatives and entrepreneurs of Russia, 
general director of the VEA [foreign economic associ- 
ation] Interagro and VO [all-Russia society] Vneshek- 
onomkooperatsiya (the Council’s deputy coordinator) 


—Ye.V. Lenskiy, adviser to the first deputy chairman of 
the Government of the Russian Federation (the Coun- 
cil’s executive secretary) 


—V.S. Nikishin, executive vice president of the Interna- 
tional Foundation for Support of Economic Reforms 
in Russia (the Council's deputy coordinator) 


—A.S. Samsonov, genera! director of the Exporters Asso- 
ciation (the Council’s deputy coordinator) 


—V.N. Skvortsov, chairman of the Chelyabinsk Oblast 
Duma, vice president of the Chelyabinsk Oblast 
Union of Industrialists and Entrepreneurs (the Coun- 
cil’s deputy coordinator) 


M.V. Khodorkovskiy, chairman of the board of the 
Menatep bank (the Council’s deputy coordinator) 


—M.Z. Yuryev, president of TOO [limited liability part- 
nership] Interprom Industrial Group (the Council’s 
deputy coordinator) 


5. Council deputy coordinators shall submit within two 
weeks for the consideration of the Council coordinator 
the proposals on the council membership by name, based 
on the total of 40-50 members. 
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6. O.N. Soskovets, first deputy chairman of the Govern- 
ment of the Russian Federation, who coordinates the 
activities of the Council on Industrial Policy and Entre- 
preneurship Under the Government of the Russian 
Federation, shall ensure forming within one month, in 
keeping with established procedures, the membership of 
this Council and the resolution of organizational and 
technical questions of its activities. 


7. The organizational and technical support of the 
Council on Industrial Policy and Entrepreneurship 
Under the Government of the Russian Federation shall 
be the responsibility of the Government of the Russian 
Federation staff. 


8. The following shall be considered no longer in force: 


—Points | and 4 of the Government of the Russian 
Federation decree No. 880 of 16 November 1992 “On 
the Council on Industrial Policy under the Govern- 
ment of the Russian Federation (SOBRANIYE 
AKTOV PREZIDENTA I PRAVITELSTVA 
ROSSIYSKOY FEDERATSII, 1992, No. 22, p. 1882); 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 170-r, of 4 
February 1993; 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 510, of 30 May 
1993, “On the Council for the Development of Entre- 
preneurship Under the Cabinet of Munisters—the 
Government of the Russian Federation” (SOB- 
RANIYE AKTOV PREZIDENTA I PRAVITEL- 
STVA ROSSIYSKOY FEDERATSII, 1993, No. 23, p. 
2118); 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 725, of 22 July 
1993, “On Partial Changes to the Government of the 
Russian Federation Decree No. 880, of 16 November 
1992, ‘On the Council on Industrial Policy Under the 
Government of the Russian Federation’ (SOB- 
RANIYE AKTOV PREZIDENTA I PRAVITEL- 
STVA ROSSIYSKOY FEDERATSII, 1993, No. 31, p. 
2858; 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 898, of 9 Sep- 
tember 1993, “On the Council on Industrial Policy 
under the Cabinet of Ministers—the Government of 
the Russian Federation (SOBRANIYE AKTOV 
PREZIDENTA I PRAVITELSTVA ROSSIYSKOY 
FEDERATSII, 1993, No. 38, p. 3524); 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 1631-r, of 15 
September 1993 (SOBRANIYE AKTOV PREZI- 
DENTA I PRAVITELSTVA ROSSIYSKOY FEDER- 
ATSII, 1993, No. 38, p. 3587): 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 1891-r, of 23 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














30 RUSSIA 


October (SOBRANIYE AKTOV PREZIDENTA I 
PRAVITELSTVA ROSSIYSKOY FEDERATSII, 
1993, No. 45, p. 4393); 


—the decree of the Cabinet of Ministers—the Govern- 
ment of the Russian Federation No. 1234, of 25 
November 1993, “On Renaming the Council on 
Industrial Policy under the Cabinet of Ministers-—the 
Government of the Russian Federation’ (SOB- 
RANIYE AKTOV PREZIDENTA I PRAVITEL- 
STVA ROSSIYSKOY FEDERATSII, 1993, No. 48, p. 
4709). 


[signed] Chairman of the Government of the Russian 
Federation V. CHERNOMYRDIN 


Note: The statute on the Council on Industrial Policy 
and Entrepreneurship under the Government of the 
Russian Federation is not going to be published. 


Government Commission on Nonpayment 
Problems To Be Set 


94411874 Moscow KOMMERSANT in Russian 
No 33, 6 Sep 94 p Il 


[Article by Nikita Kirichenko: “‘Russia’s Nonpayments 
Are Compounded by Commissions: The Authorities’ 
Interest In the Nonpayments Problem Moved Has 
Switched From the Phase of Aloof Contemplation to a 
Phase That May Be Conditionally Described As "We 
Have To Do Something!”’’] 


[Text] That the Russian authorities have decided that 
they have to “do something” about the nonpayments 
problem is evidenced by two events of the past week. 
The first is another meeting of the government commis- 
sion on improving the system of clearing and payments. 
The second is the president’s decision to set up yet 
another commission (under the guidance of the same 
Oleg Soskovets) on banks and financial activities, whose 
sphere of interests undoubtedly will include the ques- 
tions of payment discipline, nonrepayment of credit, and 
the responsibility of bank clients and banks themselves 
to the budget, etc. 


Needless to say, the problem is indeed serious. 
According to the latest official data—as of 1 August—the 
total amount owed by enterprises to their suppliers 
exceeded R31 trillion, the arrears in transferring taxes to 
the budget—R9.5 trillion, and the arrears in paying 
wages—R4 trillion. 


While it is hard to expect anything of the new commis- 
sion until its powers are officially defined, one can 
indeed draw some conclusions from the results of the 
work of the first one as to what we may expect from the 
authorities. 


For debtor enterprises, in addition to applying to them 
the banal procedure of bankruptcy and redirecting the 
penalty to the foreign currency account, it appears that 
two additional unpleasant procedures will be envisioned: 
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First, a ban on paying dividends on stock until credit 
debt is paid off. 


Second, imposing for the same period of time limitations 
on the amount of money channeled into consumption. 


In the opinion of KOMMERSANT experts, such inno- 
vations, albeit within the realm of common sense, go far 
beyond the boundaries of legality with respect to the 
overwhelming majority of enterprises. In keeping with 
the current laws, both of these measures can only be 
applied legitimately to enterprises whose controlling 
share of stock is owned by the state. But even for these 
enterprises not everything looks dark. The point is that 
the bankruptcy procedure envisages first and foremost a 
speeded-up sell-off of the state share of stock at a money 
auction. That is, everything is very simple: Pay off one 
creditor (the one who filed the claim) while eliminating 
the state as the holder of the controlling share, and you 
will avoid two greater hassles: dividends and a wage 
freeze. 


Quite another matter 1s tightening the operational con- 
ditions for some commercial banks because of the 
problem of nonpayment to the budget. Two weeks ago 
the commission found it expedient to recommend 
(through preparation of a presidential edict) that Feder- 
ation components transfer their budget accounts from 
commercial banks to territorial administrations of the 
Central Bank or the Federal Treasury. 


In our opinion, this is also a very logical step if we 
approach it from the standpoint of federal interest. 


From the legal standpoint this is somewhat more com- 
plex. On one hand, the constitutional rights of Federa- 
tion components are sovereign, but on the other, the 
Central Bank retains a legitimate right to regulate the 
activities of commercial banks, including by imposing a 
direct ban on the conduct of some or other operations. 


KOMMERSANT experts note that further efforts along 
these lines in the struggle for financial discipline may 
result in a new escalation of the conflict between 
Moscow and the federal authorities, because this is 
where (in St. Petersburg a separate municipal bank was 
set up for this purpose) considerable amounts of budget 
money are sitting in commercial banks’ accounts. And 
the banks here are such that they will not stand on the 
sidelines of a conflict, especially when we are talking 
about the federal authorities’ encroachment on their 
profit earned by putting cheap budget money to work. 


Of a completely different, non-enforcement nature is the 
Central Bank’s recent initiative to restructure nonpay- 
ments. As KOMMERSANT editors have learned, last 
week Viktor Gerashchenko signed the “Temporary Basic 
Provisions on Rediscounting Enterprises’ Bills of 
Exchange by the Bank of Russia.” The gist of this 
document is that now the Central Bank will be buying 
(rediscounting) the bills of exchange of supplier enter- 
prises written to commercial banks (the bank is indicated 
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by the payment recipient) after the goods are actually 
shipped. In other words, the Bank of Russia is imple- 
menting a new form of refinancing commercial banks. 
Also, we have to keep in mind that a certain (minus 
discount) part of this rediscounted credit will actually go 
to replenishment of the working capital of enterprises— 
issuers of the bills of exchange. Thus, financing of 
working capital is being moved into the sphere of the 
better developed and formalized categories of bills and 
notes law. 


In our opinion, the Central Bank’s new initiative is 
probably the most sensible thing that has been done over 
the past year in the endeavor of building a market 
payment mechanism. 


Foreigners Reluctant To Invest in Metallurgical 
Production 


944E1192A Moscow DELOVOY MIR in Russian 
6 Sep 94 p 4 


[Article by Yevgeniy Zyrin, chief of the investment 
auctions department of the Russian Agency for Interna- 
tional Cooperation and Development: “Foreign Inves- 
tors Do Not Bet... on Russian Metallurgy’’] 


[Text] At the beginning of the year the government 
approved the federal program of technical moderniza- 
tion and development of Russian metallurgy until the 
year 2000. It envisages putting on line capacities for the 
production of modern competitive products. For 
instance, at ferrous metallurgy enterprises this includes 
capacities for coke production, coal dust injection, pro- 
duction of converter and electric steel, continuous steel 
casting, production of hot- and cold-rolled sheet metal, 
sheet stainless steel, and seamless pipe. Considerable 
capacities are envisaged to be put on line at nonferrous 
metallurgy enterprises as well. 


Implementation of this program will require financing 
about 200 reconstruction and technical modernization 
projects at 145 enterprises, as well as building new 
enterprises. In specialists’ estimates, the cost of imple- 
menting the program wi!! be about R24 trillion in 1994 
prices and more than $10.6 billion. At the same time, the 
state of Russia’s financial system makes the possibility of 
finding even the ruble part of the needed capital invest- 
ment through enterprises’ own resources and state 
investment credits very problematic. In my opinion, we 
need to search for new sources of financing; a principally 
new financial scheme is needed which will include the 
creation of a securities market for investment projects, 
with the banks necessarily assuming obligations (guaran- 
tees) of paying out subventions after the facilities are put 
on line and guarantees of enterprises’ debt. 


Since many metallurgical industry enterprises have 
become joint-stock companies, and commercial banks 
have accumulated the money that needs to be invested, 
we see the following method of financing. Commercial 
banks provide to joint-stock collectives the money for 
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the implementation of specific projects secured by 
existing buildings, structures, equipment, and output 
produced while at the same time insuring the creditor’s 
commercial risk. Depending on the volume and period 
of financing, insurance payments may be staggered. 


Keeping in mind that many projects in metallurgy are 
capital-inteasive and have long payoff periods, at this 
Stage it would be expedient to start with financing 
already-signed contracts with foreign companies on 
deliveries of technological equipment. As an example we 
may mention the Chelyabinsk Metallurgical Combine’s 
(AO [joint-stock company] Mechel) contracts on the 
delivery from Germany of a continuous-action harden- 
ing-pickler assembly and a bright annealing assembly, as 
well as the AO Elektrostal’s contract on the delivery from 
Germany of equipment for razor blade production. 


Next, we can finance reconstruction and technical mod- 
ernization projects with a small (up to three years) 
construction period. An example of such are projects for 
restacking coking batteries, construction of systems for 
injecting coal dust into blast furnaces, reconstruction of 
a number of shops at nonferrous metallurgy plants, 
working small deposits by the duty-shift method, as well 
as Organizing the production of consumer goods. 


Implementation of this scheme in financing the con- 
struction of new mining enterprises will require the 
creation of a special normative base. Currently granting 
a license for the use of land resources does not convey to 
its owner the right of ownership on mineral deposits in 
it. Unlike foreign countries, where a license has a value 
and serves as a mortgage security, in Russia it cannot 
serve as such. 


Attracting foreign investment also may become one of 
the sources of financing. However, in evaluating the 
results of negotiations conducted in the 1990's by var- 
ious federal organs of administration with U.S., FRG. 
British, Italian, Austrian, Spanish, Canadian, Finnish, 
Norwegian, Swedish, and Australian companies, one has 
to draw the conclusion that investment in metallurgy is 
not a priority for them. Of each 100 negotiations con- 
ducted, only one or two bring about results. And this 
percentage does not show any trend toward increasing. 


Analysis of the State Registry of Enterprises With For- 
eign Capital Participation (joint or fully foreign-owned) 
as of | March of this year shows that metallurgy is not 
included in the 10 sectors and forms of activities consid- 
ered most prestigious by foreign investors. In setting up 
joint enterprises, foreign investors consider as most 
prestigious such forms of activity as brokerage services, 
production of light industry goods, and trade; and 
among fully foreign-owned enterprises, the leaders are 
trade, brokerage and consulting services and financial 
and export-import operations. 


Of course, the low level of interest on the part of foreign 
investors in financing metallurgical industry projects is 
predetermined to a large extent by causes stemming from 
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the general environment in the country: lack of political 
stability, the legislative rollercoaster, exorbitant taxes 
and duties, fear of contact with mafiosi structures, and 
lack of guarantees of safety of capital investment. But 
there also is a specific reason. Because of the need to 
finance contracts previously signed with foreign compa- 
nies, many enterprises in ferrous and nonferrous metal- 
lurgy were compelled in 1991-1993 to deliver ai 
dumping prices rolled metal, nonferrous metals and 
concentrates, and scrap metal. This resulted in oversat- 
uration of the Western market and a decline in prices, 
and along with this, a decline in the interest in investing 
in an important sector. 


There are undoubtedly projects within the framework of 
the federal program of technical modernization and 
development of metallurgy in Russia that are of interest 
to foreign investors: projects involving the development 
of small and medium-size deposits of nonferrous metals; 
scrap metal processing; organizing the production of 
consumer goods; small and medium-size business devel- 
opment; and projects involving solutions to ecological 
problems. 


Some specialists in the area of foreign investment believe 
that the passage by the Russian parliament of a package 
of new laws on these matters (on foreign investment, on 
concessions, on free economic zones) may considerably 
increase the flow of foreign capital into the national 
economy. They cite an example from the recent past, 
when the Law “On Foreign Investment in the RSFSR” 
adopted in July 1991 caused the number of joint ven- 
tures set up with the participation of foreign capital to 
double within a year. 


One can hardly expect such a boom in foreign invest- 
ment today: Over the past few years we have changed the 
rules of the game too often, adopting decisions that have 
steadily worsened the investment climate in the country. 
We should remember that at this stage what is important 
for a foreign investor is not so much that some or other 
law or normative document exists as a guarantee that its 
provisions will not be changed in the next year or two. In 
our opinion, what is needed is a system of double 
insurance of capital by Russian and foreign insurance 
companies. The security factor is needed not only in 
order to attract foreign capital but also to stop the flight 
of domestic capital abroad, and in the future its return to 
Russia. 


It is obvious that the metallurgical industry has been, is, 
and will be one of the foundations of the national 
economy. This is an unavoidable fact. Today many 
enterprises in this sector need reconstruction and tech- 
nical modernization; some lines of production need to be 
restructured. One cannot expect instant profit from 
investment in this sector, but the assortment and volume 
of output—millions of tonnes of ferrous, nonferrous, and 
rare-earth metals, new technologies, the good reputation 
of Russian metallurgy products in the world market—are 
a reliable guarantee of the safety of invested capital. 
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Formation of Local Militias Discussed 


944F1490A Moscow KOMMERSANT-DAILY 
in Russian 3 Sep 94 p 20 


[Article by Mikhail Lashch: “Meeting of the Security 
Council Interdepartmental Commission: Public Safety 
Militia Wants Money”’} 


[Text] The press group of the Security Council (SC) of 
Russia yesterday disseminated information on a meeting 
held by the SC Interdepartmental Commission on Public 
Safety. This meeting discussed the question of manning 
public safety militia subunits and allotting them budget 
resources within the scope of the Federal Program To 
Intensify the Fight Against Crime in 1994-1995. 


A KOMMERSANT-DAILY correspondent was 
informed by the SC press group that Council officials 
analyzed the progress of implementation of the Edicts of 
the President of Russia “On the Public Safety Militia 
(Local Militia) in Russia” and “On Urgent Measures To 
Implement Russia’s Federal Programs To Intensify the 
Fight Against Crime in 1994-1995.” According to infor- 
mation obtained by the SC staff, a majority of the 
regions of Russia have developed programs on orga- 
nizing the work of the public safety militia, and expen- 
diture estimates to maintain and support this service 
have been approved. According to data of the press 
group, the numerical strength of its subunits has 
increased by 85,000 persons and amounted to 80 percent 
of the norm on | August. In some oblasts of Russia the 
militia subunits are manned to more than 90 percent. By 
the end of the year the MVD [Ministry of Internal 
Affairs} and the UVD [Directorate of Internal Affairs] 
will receive material resources from regional budgets to 
maintain another 56,000 employees. 


A report that has been disseminated notes that the 
increase in personnel and reinforcement of the militia 
with technical means has had a positive effect on the 
criminogenic situation of a majority of regions. The 
number of street crimes has decreased in 61 regions of 
Russia. There has been a sharp reduction in such crimes 
as premeditated grave bodily injuries, muggings, rob- 
beries, and hooliganism. 


However, SC experts note that the final formation of a 
public safety militia by the end of 1994 is in doubt. 
During the first half year not one staff militia position 
was introduced in Astrakhan, Kamchatka, Kostroma, 
Kurgan, Pskov, Rostov, Smolensk, and Tomsk Oblasts, 
Altay Kray, and the republics of Buryatia, Komi, and 
Mordovia. In 33 oblasts and republics the number of 
local militia subunits amounted to 70 percent of the 
norms determined in the president's edict, and the staff 
of the patrol-post service is only 30 percent manned. The 
situation with the formation of subunits of the license- 
authorization system remains difficult, and the institu- 
tion of assistants of militia district inspectors is devel- 
oping slowly. SC experts note that practically no 
subsidies are reaching a number of regions. Orel Oblast, 
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for example, did not receive any money at all for the 
formation of a public safety militia, and the Chita, 
Rostov, and Amur Oblasts were allocated less than half 
the needed sums. Only 37 percent of the necessary 
resources were sent to Orel Oblast—this money was not 
enough even to pay militia salaries. 


Experts of the control and state-legal administrations of 
the president, in conducting an inspection of the finan- 
cial condition of the militia in the regions, turned their 
attention to the fact that financing of organs of Internal 
Affairs from the federal budget this year is being imple- 
mented in extremely limited amounts. Allocated 
resources are sufficient only for payment of monetary 
maintenance, allowances, and distribution of food 
rations. Technical equipping of the public safety militia 
has practically stopped. It was short about R80 billion in 
seven months. 


KOMMERSANT-DAILY experts believe that the presi- 
dent's Control Administration’s checking up on progress 
in the allocation of financial resources to the militia in 
the regions and the present report were the result of 
lobbyist activity by the MVD leadership. The law 
enforcement organs can in principal absorb any sums, 
but the quality of their work does not improve. But the 
paramount question should not be the allocation of 
additional resources, or the creation of additional sub- 
units, but the organization of its work on a principally 
new basis—the main objective should be suppression of 
violations of human rights in any form. Of course, there 
is not a word about this in the Interdepartmental Com- 
mission report. 


It 1s interesting that among the planned measures in the 
search for budgetary resources for the fight against 
crime, the Interdepartmental Commission intends to 
introduce rates of special purpose collections for the 
maintenance of local militia in accordance with the Law 
of the Russian Federation ‘On the Principles of the Tax 
System in the Russian Federation.” The system of “Law 
and Order” funds being organized in the regions, which 
are supposed to be replenished with voluntary dues and 
donations, will serve as another source of resources. As 
for expenditures, the Interdepartmental Commission 
proposes that it would be advisable to direct part of these 
sums to pay assistants to the managers of organs of 
executive authority on questions regarding the fight 
against crime. 


[begin boxed item] 


Commentary 


The Law “On the Principles of the Tax System in the 
Russian Federation” classifies special-purpose collection 
for maintenance of the militia as local taxes. On the basis 
of total collections for public services and utilities of the 
territories and education needs, the collection rate in a 
year cannot exceed | percent of 12 minimum wages for 
physical persons, and for juridical persons—3 percent of 
the annual wage fund calculated based on the legally 
established minimum wage. 
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This collection can be established by decisions of rayon 
and municipal representative organs of authority. Thus, 
the proposal on the introduction of this collection and 
the transfer of revenues to the higher budget can be 
implemented only through the adoption of such deci- 
sions by all loca! authorities of Russia simultaneously, 
which is practically unrealizable. [end boxed item] 


Draft Criminal Code Critiqued, Federal Assembly 
to Review 


944F1470B Moscow ROSSIYSKIYE VESTI in Russian 
7 Sep 94 p 3 


{Article by Dmitriy Orlov: “What the Writers of the New 
Criminal Code Based Themselves On’’| 


[Text] The draft RF Criminal Code was presented by the 
Ministry of Justice and the State Legal Administration of 
the RF President to the head of state for submission to the 
State Duma. The history preceding drafting of the crim- 
inal law and the sudden turns of events associated with 
publication of acts to fight organized crime by the presi- 
dent and the State Duma permit the suggestion that 
serious problems will be encountered during examination 
of the Criminal Code by the Federal Assembly. Nonethe- 
less, the draft of the document, which fundamentally 
changes the existing system of law and order and criminal 
justice, deserves the most persistent attention. 


The draft consists of 13 sections, 35 chapters and 356 
articles. Its volume increased by almost a third in com- 
parison with the currently effective criminal law. 


The “crime” concept is defined rather succinctly: “An 
act (action or inaction) which inflicts harm or creates the 
threat of infliction of harm upon the individual, society 
or the state, and which is forbidden by criminal law, shall 
be recognized to be a crime.” It is precisely in this 
sequence—individual, society, state—that the entire 
Criminal Code is structured. 


Competent individuals who have attained 14 years of 
age (16 years today) and legal entities—an exceptionai 
innovation—fall within the force of the draft Criminal 
Code. Liability of legal entities is foreseen in the form of 
a fine, prohibition from engaging in a particular activity, 
confiscation of property and liquidation of the legal 
entity. Liability for computer and ecological violations 1s 
also foreseen. 


The writers of the draft Criminal Code based themselves 
on the principle of differentiation of criminal liability. A 
significant quantity of the corpora delicti that had pre- 
viously been criminally punishable (like petty hooli- 
ganism for example) are excluded from the draft crim- 
inal code, and will obviously enter into the new Code of 
Administrative Violations. All crimes are divided into 
five categories. Crimes of low gravity are punished both 
traditionally (fine, imprisonment for up to 2 years) and 
nontraditionally: arrest by decision of the court for from 
| to 6 months, or mandatory work for from 120 to 180 
hours. Extremely antiquated punishments such as public 
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reprimand are excluded from the draft. In drawing up 
and editing the text of the criminal code, the State Legal 
Administration of the President’s Administration and 
the Ministry of Justice avoided stiff sanctions for crimes 
of low gravity. The principal form of punishment will be 
a fine, which is now set as a multiple of the minimum 
wage. 


Crimes of moderate gravity, grave and especially grave 
crimes, and crimes of exceptional gravity are punishable 
by imprisonment for a term of 2-5 years, 5-10 years, over 
10 years, life, or capital punishment. However, the 
punishment for serious crimes such as murder may be 
significantly reduced if they are committed out of care- 
lessness. The principle of absorption of crimes of lower 
gravity by those of greater gravity when determining 
punishment, upon which the current criminal law is 
based, was categorically evaluated as being inadequate to 
the present situation by the writers of the draft Criminal 
Code (Deputy Minister of Justice Yevgeniy Sidorenko, 
Professor Sofya Kelina, and Sergey Pashin, chief of the 
division of judicial reform and criminal justice of the 
State Legal Administration of the Presidential Adminis- 
tration). Citizens committing a grave crime today (for 
example rape or robbery) pay absolutely no heed to 
liability for crimes of lesser gravity, knowing that crim- 
inal law does not permit punishment for each of them 
separately. This is precisely why the new Criminal Code 
establishes the principle of additive punishment up to a 
term of 25 years, and in exceptional cases, to life 
imprisonment. Recidivists are punished very severely. 


Organized crime is punished with maximum severity 
according to the draft Criminal Code. One innovation is 
differentiation of associations of lawbreakers depending 
on the degree of their integration, time of operation, 
presence of weapons and so on, into “conspiracies,” 
“organized criminal groups” and “criminal associa- 
tions.” In the words of Sergey Pashin the greatest prob- 
lems will be involved not in setting the punishment but 
in proving operation of a criminal association. The 
writers of the draft did not explain why equal liability 
before the law is established for participants of group 
crimes. ROSSIYSKIYE VESTI experts on legal prob- 
lems believe that this will mean violation of the principle 
of differentiation of criminal liability wherever this is 
especially necessary. In the past, an organizer, instigator, 
accomplice and the person committing the crime bore 
different liability in “‘simple”’ criminal corpora delicti. 
Why aren’t organizers singled out in criminal associa- 
tions? And doesn’t this generally mean potential avoid- 
ance of criminal liability by organizers of crimes? We 
believe that this will be one of the key questions in the 
examination of the draft law during the fall session of the 
State Duma. 


The authors of the draft Criminal Code were unable to 
reach a clear conclusion regarding the necessity of capital 
punishment. On one hand the RF Constitution (Article 
20) permits it, while on the other, the general trend 
toward more-humane punishments has to affect Russian 
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criminal justice. The proposed compromise is appar- 
ently the optimum: The authors of the draft Criminal 
Code limit the sphere of application of capital punish- 
ment to premeditated murder uiider aggravated circum- 
stances and similar grave crimes (for example terrorism 
and rape leading to the death of the victim). The possi- 
b'lity is not excluded that lawmakers will opt for wid- 
ening the sphere of application of capital punishment. 


Correspondence of the Criminal Code, in the event of its 
adoption, to the currently effective Code of Criminal 
Proceedings, to the Code of Administrative Violations, 
and to the Code of Criminal Corrections, presently being 
written, is a problem of exceptional complexity noted by 
representatives of the State Legal Administration, the 
Ministry of Justice and other structures that participated 
in preparation of the draft law. From our point of view it 
would have been significantly more effective not only to 
draw up the drafts of the indicated acts integrally, but 
also to submit them to legislative bodies simultaneously. 
Otherwise a situation of perpetual collision between 
currently effective and obsolete norms will arise, which 
will have to be resolved by interpretation. 


In general, experts make note of the rather high quality 
of the draft Criminal Code of the Russian Federation 
(which is confirmed for example by the conclusion of the 
French Supreme Court). However, the position of the 
document’s authors, who based themselves on the pri- 
ority of protection of the individua!, his rights and 
freedoms, may be perceived in different ways in the 
Federal Assembly. Obviously the State Duma will make 
significant changes in it. 


Activities of Criminal ‘Clans’ in Moscow Detailed 


944 1470A Moscow ROSSIYSKAYA GAZETA 
in Russian 7 Sep 94 p 8 


[Article by special correspondent Larisa Kislinskaya: 
“Clan-on-Clan Violence: Sketches for a Portrait of Mos- 
cow’s Underworld’’] 


[Text] For your reference: According to data of the 
GUOP [Main Administration on Organized Crime] of 
the Russian Ministry of Internal Affairs 740 “thieves in 
law” have now been registered in the CIS countries, 387 
of whom are residing in Russia, with a sizable fraction 
establishing themselves in Moscow. The most numerous 
detachment consists of Georgian emigrants. Eleven 
“thieves” were arrested by associates of the capital’s 
RUOP [Regional Organized Crime Administration] for 
various crimes—these are data as of August 1994. 


In 7 months of this year the RUOP received 189 notifi- 
cations of kidnappings, 146 of which were confirmed. A 
total of 215 persons have been taken hostage, including 
171 men, 44 women, 13 juveniles and 17 foreigners. The 
youngest hostage as of today is a 8-month girl, whom 
detectives were unable to return to her mother until a 
month after her abduction. 
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Practically all organized criminal groupings operating in 
our city and oblast are specializing in hostage-taking. 
According to data of law enforcement agencies six such 
gangs have been recorded in Moscow, while 156 have 
been recorded in the Moscow suburbs, 72 of which are 
united into 21 crime syndicates. Eighty-six are believed 
to be the most dangerous. 


Gangs of practically every ethnic origin are among them. 
In the opinion of Major of Militia Mikhail Suntsov, chief 
of a RUOP division of Moscow’s GUVD [City Internal 
Affairs Administration], despite the fact that a decrease 
has been observed in some types of crimes in which 
Caucasian clans specialize, their danger remains high. 


The change in the statistics indicates that the activity of 
the gangsters has gone farther underground, with their 
roots extending ever-deeper into economic soil. It is 
precisely on this soil that hostages are sometimes taken. 


An example of this was the abduction of a Kursk 
businessman in Moscow. Here also, at Vykovo Airport, 
an acquaintance of his, who had arrived at the capital to 
gather together US$500,000 demanded by gangsters. was 
also seized. The story unfolded in Kursk and in Moscow, 
but the kidnappers turned out to be representatives of 
Georgian and Armenian clans. 


Groupings of this kind with interregional ties are con- 
tinually increasing in number. Thus, associates of the 
RUOP recently conducted one more operation to free a 
prisoner who had become a hostage to the financial 
dealings of his mother, a resident of Nizhnekamsk 
(Tatarstan). Her son—a 16-year-old cadet at the Naval 
School imeni Nakhimov—was abducted in Moscow, as 
it was later revealed, by active members of the criminal 
grouping known as the “Chechen commune” and taken 
to Novgorod Oblast, where he was freed by associates of 
the RUOP. As ransom for her son, the gangsters 
demanded transfer of 300 million rubles by the mother 
to the clearing account of a certain commercial bank. 


It should be noted that although members of the 
“Chechen commune” continue to appear tn police oper- 
ational summaries, this grouping has slipped somewhat 
from its leading position in the life of the Moscow 
underworld. Azeri, Armenian and Georgian clans cur- 
rently have the lead in this direction. Having lost their 
sphere of activity in “hot spots,” most of the crime 
bosses have established themselves in Moscow. Pur- 
chasing land and real estate here, and taking control of 
several banks, casinos, restaurants and hotels, Chechens 
have also rejected extremist actions in relation to our 
city, which is providing them with unprecedented 
income. All leaders of the “commune” who had been 
arrested for committing a number of serious crimes and 
who had been sentenced by the court are quietly 
returning to Moscow. M. Atlangeriyev—code-named 
Ruslan, Kh. Nukhayeve—code-named Khozha, and G. 
Lobzhanidze—code-named Gena-Shram, are once again 
in command of their soldiers, though this time on a legal 
basis. 
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Having been sentenced some time ago in Moscow to 
lengthy prison terms, they were transferred to Chechnia 
on the basis of fraudulent documents, where they joined 
President Dudayev’s inner circle and led the actions of 
the “commune’s” Moscow detachments by telephone. 
But because they found it necessary to appear in our 
capital legally, they put their “heavy artillery” into play. 
The case of the three from the ““Lozanskaya” grouping, 
in behalf of which certain representatives of the press 
actively interceded in the past, was suddenly been 
reopened for further examination. It was actively 
watched over by a certain deputy of the Russian 
Supreme Court, who occupies this post even today. 
Having perfected the procedure of this sort of liberation 
on the famous Yaponchik (Vyacheslav Ivankov—a 
“thief in law,” and the secret head of the Slavic clan, is 
now living in the USA), the high-placed judge kept on 
submitting protests regarding the Gena, Khozha and 
Ruslan case until the case was transferred to the respon- 
sibility of his subordinates. The latter reopened it for 
further examination, and because there was simply no 
one to investigate, the case was closed due to lack of 
evidence. 


Yet another well known person has now returned to 
Moscow. 


Nikolay Suleymanov, code-named Khoza, headed the 
“automobile” grouping of the “Chechen commune” in 
Moscow prior to his arrest. His team managed technical 
maintenance stations and a commission auto dealership 
in the port of Yuzhniy. 


When Khoza was arrested for extorting a large sum from 
a certain businessman, the newspapers pounced on the 
story, alluding to ties “‘at the top” possessed by the leader 
of the criminal world with the strong of this world. 
However, the allusions turned out to be nothing more 
than that. And his high-placed protectors have now 
themselves fallen into disfavor. Suleymanov was 
arrested for the first time back in 1989 on suspicion of 
over 10 attacks by his grouping upon foreign car owners. 
But soon after, as usual, some of the victims refused to 
testify, while others left the country. As a result Khoza 
was sentenced to only 1.5 years for possession of car- 
tridges toa TT pistol. And then his case was turned over 
to the procurator on the basis of a deputy petition filed 
by the well known dancer Makhmuk Esambayev. The 
performer wrote several complaints regarding the judges 
who passed the sentence. And now Khoza ts once again 
at liberty. When he was arrested a second time, the 
former USSR people’s deputy continued to render him 
support. But the sentence was handed down anyway, and 
Suleymanov was convicted. Of course despite the fact 
that he was involved in the case as the organizer of a 
criminal grouping, the judges treated him humanely— 
Khoza got only 4 years. Then he was released | year early 
from the corrective labor colony in Arkhangelsk Oblast, 
where he was serving his time. Operational data indicate 
that his early release had nothing to do with “exemplary 
behavior” or a suddenly acquired love for the Koran. 
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Soon Suleymanov returned to Groznyy, established con- 
tacts with the city administration, and even embarked 
upon the city’s improvement. Of course his patience ran 
out after paving just one street: He found peaceful life 
boring, and so he fell in with Ruslan Labazayev. This 
person, who had been involved in many bloody crimes, 
had suddenly become the national hero of Chechnia. 
Suleymanov was wounded in one of the collisions with 
Dudayev’s supporters, and he was captured, but he was 
soon ransomed back. And now he’s back in Moscow— 
trying to retake the commanding heights he had lost 
earlier in the criminal business. 


Recently, according to competent sources a lull has been 
observed in the city in the tumultuous history of the 
perpetual enmity between Slavic and Caucasian mafia- 
type clans. Specialists are prone to explaining this by 
saying that everything has long been divided up, and 
there’s nothing left to fight over. Still, the internal clan 
“reshufflings” are bloodier than ever. First Georgian 
leaders were shot up. Within a short time, hired killers 
did away with Otari Kvantrishvili (even though he, a 
Georgian by nationality, was clearly in the Slavic clan). 
Then a “thief in law” code-named Kvezho (Avdandil 
Chikvadze) was gunned down in the apartment of his 
live-in girlfriend; the young “thief Goga Pipiya and his 
brother were killed in Zelenograd, and in Tbilisi— 
Dzhamal Mikeladze (code-named Arsen). The old “thief 
in law’’ Givi-Rezanyy (Givi Veradze) disappeared there 
at the same time. And at the same time many Georgian 
businessmen residing in Moscow were killed. Then fol- 
lowed an “Armenian” wave. The senior “thief’— 
66-year-old Goga Yerevanskiy (Gayk Gevorkyan)}—was 
mortally wounded; a “boss” code-named Ishkhan was 
killed by gunfire from the window of a house opposite 
the city hospital. The killers knew that Ishkhan was 
taking care of his wounded son at that time. Several 
other Armenians of Georgian origin were recently 
gunned down. In general, recently the operational militia 
summaries carry a minimum of two or three reports a 
week on the murder of Armenians or attempts on their 
lives. Many of the decedents clearly belong to a criminal 
clan. 


At the same time there was something of an attempt 
upon the life of Serzh Dzhilovyan, the president of the 
international Armenian Assembly, a person with an 
extremely ambiguous reputation having amassed capital 
from dubious sources and involved in several criminal 
cases. Mr. Dzhilovyan himself asserts that the explosion 
was organized by associates of Moscow’s RUOP, but 
according to data from competent sources the apartment 
owner, who stood to gain from acquiring the image of a 
victim and the halo of a martyr, was himself implicated 
in the bombing. Had the explosive device been thrown 
by professionals from gangster clans, he hardly would 
have been so lucky: Killers know their work well. 


There are practically no crime “bosses” left in Armenia 
itself—they have all moved to Moscow. The local min- 
ister of internal affairs (though a writer by profession) 


FBIS-USR-94-105 
27 September 1994 


knew that the first thing he had to do was get rid of the 
ideologists of the criminal world. At the same time in 
Russia, many prominent persons, including important 
workers of the Moscow mayor's office, felt that order 
could be restored in the city precisely by such “bosses.” 
This is not a new idea, but it is paradoxical: If order is 
maintained in the state by gangsters, then the state itself 
must live according to gang law. 


Such arc some of the sketches from the life of criminal 
Moscow, where besides ethnic groupings, there are many 
Slavic clans, as well as “guest performers” from the far 
abroad. But more about this later. 


Railroad Spare Parts Plant Activities 
944F-1174A Moscow GUDOK in Russian I Sep 94 p 2 


[Interview with V. Sakadynskiy, general director of the 
Press-Forging Production enterprise, by M. Alekseyev; 
place and date not given: “Production for Transporta- 
tion” 

[Text] In 1995 the Press-Forging Production enterprise 
[AO KPP] in Tver will be celebrating its 100-year 
anniversary. This enterprise counts its history from a 
small shop at the Verkhnevolzhsk railroad materials 
plant founded by the directors of the then French- 
Belgian Society. 


Today the enterprise is the largest press-forging produc- 
tion in the region manufacturing forge work, dies, and 
hot-coiled springs. 


The main output is intended first and foremost for the 
needs of railcar building. This is various forged and 
pressed parts and semi-finished products: tie rods, axles, 
levers, rings, and nuts. About 80 percent of parts and 
semifinished products for passenger railroad platforms 
are made at this enterprise. These parts and semifinished 
products are delivered in large quantities to MPS [Min- 
istry of Railroads] enterprises for rolling stock repairs. 


The enterprise’s general director, V. Sakadynskiy, tells 
about its operations. 


[Sakadynskiy] The decline of industrial production in 
Russia continues. This process has affected our enter- 
prise as well. We have especially felt the loss of ties with 
the former Soviet republics. Ukraine alone was the 
recipient of 30 percent of our output. But we realized in 
time that it was hopeless to sit and wait until new buyers 
come to us, and began to actively look for them on our 
own. Over two years, our representatives visited admin- 
istrations of all the railroads and other enterprises not 
related to railroads. T ie result was not long in coming— 
while before the disintegration of the USSR we had 16 
customers, we now have 96. 


We are restoring ties with enterprises in Ukraine, 
Belorussia [Belarus], and Estonia. Tajikistan, Uzbeki- 
stan, and Kazakhstan have a great need for our products, 
but they experience constant difficulties with payments. 
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We, on the other hand, ship the products only upon 
prepayment, since we have had enough bitter experience 
with chronic nonpayments. 


In order to guarantee the flow of payments from cus- 
tomers, AO KPP is willing to become part of some MPS 
structure such as Roszheldorsnab. 


[Alekseyev] What is special about your enterprise? 


[Sakadynskiy] AO KPP possesses high-capacity forge- 
press equipment, which in many respects is unique. For 
instance, free-forge hammers with the freefall mass 
between 0.2 and three tonnes; swaging crankshaft presses 
with a 1,600 to 2,500 ton-force (tf) capacity; horizontal 
forge machines with the 250 to 630 tf capacity; and 
hydraulic presses with the 250 to 300 tf capacity. This 
equipment enables us to make forge work of different 
mass starting at S500 kg and stampings of different 
configuration with a mass up to 40 kg with high precision 
and high productivity. 


We pay a lot of attention to technical modernization. 
This year we purchased and installed a press that 
develops a force of 2,500 tf. We purchased from the 
German company Erfurt a 1,000-tonne shearing press. 
We design all the rigging ourselves and manufacture it 
too. 


Our pride is the shop that produces springs for the trucks 
of passenger and freight railcars and electric trains, as 
well as springs for all models of domestic cars. We can 
manufacture custom-made springs for any foreign-made 
cars and agricultural vehicles. We conduct a full testing 
cycle, check the material’s hardness and structure, and 
other parameters. We do not have any complaints about 
the quality of our springs. 


We have began producing new types of products— 
springs for the freight railcars’ friction assembly. From 
the band and waste of spring steel we make brake shoe 
pins. I will not enumerate now all the products we began 
making this year, because it will take quite a lot of space. 


[Alekseyev] I assume that prices on your products are 
quite high, are they not? 


[Sakadynskiy] Our policy is to keep prices at a min- 
imum. As a rule, the railroad and railcar-building indus- 
tries do not have enough money. Therefore, prices are 
not as high as we would like to charge, but rather what 
people realistically can pay us. In short, we maintain an 
average profit margin of 22 percent, and on some cate- 
gories of our products, we reduce it to 15 percent. Higher 
prices for our products are the result of the rising cost of 
fuels and the “initiative” on the part of the tax organs. In 
addition to federal ones, the local authorities invent their 
own tax rates. For instance, the road tax in Tver Oblast 
increased from 0.2 to 2.5 percent of the cost of the 
products sold. In Moscow Oblast this tax is 0.8 percent. 


[Alekseyev] Your enterprise converted to joint-stock 
holding. Has this helped you in solving social problems? 
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[Sakadynskiy] We have 340 people working here. All 
employees are the enterprise's stockholders. We feel now 
more confident than ever. The questions that in past 
took half a year to resolve (we were then simply a 
segment of the Tver railcar-building plant) we now 
resolve on our own in one month. 


We subsidize food to the extent of R1,000 a day (a lunch 
in the plant's cafeteria costs R600-R700), and we pay for 
child care facilities. Our employees pay only 20 percent 
of the cost of vacation vouchers. We paid 300 percent 
dividends after we calculated the 1993 results, and 
already paid 200 percent after the first half of 1992. 


Since July 1994 we increased !.4-fold salaries and pay 
scale rates. 


[Alekseyev] What is your appraisal of the current situa- 
tion in industry? 


{Sakadynskiy] The Russian economy is going through a 
difficult test. We will not bring it up until the monopoly 
of some enterprises is destroyed and the law on bank- 
ruptcy passed. Meanwhile, we can only count on our- 
selves and learn to live within our means. 


Railway Rail Production, Repair Operations 
Viewed 


944E1166A Moscow GUDOK in Russian 27 Aug 94 p 2 


[Article by correspondent N. Domozhirov: “Remelting 
Can Wait: A Report From a Shop Where They Restore 
Rails’’] 


[Text] Restoration of old rails has always been a regular 
practice of rail welding train No 29 at Promyshlennaya 
Station. However, the output of the machine tool used 
for this purpose was low, and it could not impart the 
need geometry to rail heads even after further pro- 
cessing. It was simpler to get new rails from the steel- 
makers. 


The attitude toward this problem changed fundamen- 
tally when the prices of new rails began rising abruptly. It 
became obvious that overhaul of used and defective rails 
was an absolute necessity. The NS-42, the first machine 
tool capable of working the entire profile of rails, 
designed by the Novosibirsk Machine Building Plant 
imeni Yefremov (now the Tyazhstankogidropress) and 
installed at the Southeastern Railroad’s Kastornaya Sta- 
tion, was adopted as the reference point. 


Introduction of the progressive technology was voted for 
unanimously at a meeting of Kemerovo Railroad’s tech- 
nical council. The only problem was the machine tool’s 
substantial cost. 


, 


‘*‘Here’s the way we need to look at this,” noted train 
chief V. Bugrov. “As I see it, in order to pay in full for 
construction of a shop containing highly productive 
equipment, we would need to restore enough rails for 7 
kilometers of track. Working in three shifts, we could 
complete such a volume in just 5 days! Of course ihis 
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would be after the design output capacity is reached, but 
even with regard for tying any loose ends in the design, 
we can guarantee profitable work in not more than half a 
year. Given such an impact, does it make any sense to 
hold off the financing? The faster we introduce the 
machine tool, the sooner we will compensate for the 
outlays.” 


In September of last year the railroad administration 
found the funds to acquire the machine tool. In February 
of this year it reached its operating site in dismantled 
form. And recently the first rails that had been destined 
for remelting were repaired in the course of testing the 
production line under a working load. 


This means that the outlays of acquiring the machine 
tool are already being compensated. 


In the estimation of specialists the rate of installation and 
final adjustment of the equipment was very high, even 
though the collective of the rail welding train basically 
completed the construction and installation work through 
its own efforts. The team of local fitters was headed by an 
experienced foreman, V. Nikitin, and N. Balkvadze was 
the advisor from the manufacturing plant. 


The machine tool can be compared in its overall outlines 
to a surfaced submarine. The working parts are located 
highly compactly in the tower structure, and the adjacent 
flat part—a 40-meter bed—holds the finished product. 
From here it is transferred to rail flatcars by a bridge crane. 


The total weight of the production equipment outfitted 
with numerical programmed control is 250 tonnes. Just 
a few people are needed to service the line, which ensures 
high labor productivity and, consequently, profitability. 


With three-shift operation, the NS-42 machine tool will 
produce 220 kilometers of track annually. This is about as 
much as required by the Kemerovo mainline for overhaul. 
If we consider that in addition to the restored rails the 
“ration” provided to tracklayers will still include new 
ones, a significant fraction of the machine tool’s products 
will go to neighboring railroads, which are already studying 
the possibility of signing contracts with the rail welders in 
Promyshlennaya, which will naturally increase the enter- 
prise’s income. And this is extremely in pleasant in our 
difficult times. 


And in order confirm more graphically the usefulness of 
the undertaking to all of the mainline’s economy, let me 
report that rails processed on the machine tool have no 
limits on their operation—that is, they are in no way 
inferior to those obtained from the steel works. In the 
meantime they are three to four times cheaper. 


If we take today’s prices as our reference point, the 
Kemerovo Railroad could save half a million rubles with 
every ton of restored rails. In a year that would run up 
into the billions! 


Desiring to make the most sensible use of production 
space, the train’s leadership has reserved half of the new 
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building in which the machine tool is installed for repair 
of used rails by the old procedure (750 meters per day). 
And welding of 800-meter seamless rail lengths is being 
organized in the freed space. All of this taken together 
practically means the birth of a plant having importance 
to the entire rail network. 


Chief Views North Caucasus Railroad Priorities 
944E1184A Moscow GUDOK in Russian 8 Sep 94 
pp 1-2 


[Interview with North Caucasus Railroad chief Fedor 
Makarovich Kotlyarenko by correspondent N. Bast- 
rykin; place and date of interview not given: ‘Economic 
Priorities of the Mainline”’] 


[Text] The results of an expanded meeting of the last 
board of the Ministry of Railways, the participants of 
which made additional corrections in the strategy 
adopted in December of last year for the sector's eco- 
nomic stabilization, are still under discussion on the 
railroads. 


It is no accident that the North Caucasus Railroad was 
seen by the ministry as a railroad that has already 
accumulated significant survival experience in the 
present difficult economic situation. 


How does the chief of this mainline, Fedor Makarovich 
Kotlyarenko, evaluate the situation on the railroad and 
its environment? 


{[Kotlyarenko] It may be said that our North Caucasus 
Railroad was the first to feel the effects of the armed 
conflicts in the Transcaucasian republics. Initially we were 
astounded, and later we started getting used to the recur- 
ring interruptions in traffic on the Azerbaijan Railroad. 
Adler Station, from which trains used to travel on to 
Georgia, became a dead end. It essentially became a 
frontier railroad. Now the situation has become even more 
complicated in connection with events in Chechnia. 


All of this is having a negative effect on the railroad’s 
economy. For example in comparison with last year the 
shipping volume decreased by almost 35 percent, and 
passenger traffic fell by over 10 percent. And in compar- 
ison with the post-perestroyka maximum of 1988, less than 
a third of the shipping work remains, while in some 
divisions such as Groznyy and Makhachkala less than 10 
percent remains. Still, the railroad is working, and it has 
preserved the bulk of its personnel in the leading occupa- 
tions, and its production potential. There are prospects for 
further development of the material and equipment base, 
if the volumes of freight and passenger work suddenly 
increase to their former dimensions. 


The hardest times, when labor collectives lacking all such 
experience organized production of consumer goods and 
expanded the sphere of services for freight shippers and 
passengers, are now behind us. 
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The collective of the North Caucasus Railroad managed to 
preserve the railroad as a single whole organism. Even in 
zones of international conflicts, not a single executive of 
the Groznyy and Makhachkala divisions has even thought 
about separating from the railroad in one way or another 
or transforming these sections of the railroad into joint- 
stock companies. From my point of view, maintaining 
such unity throughout the entire rail network is the right 
thing to do, and it is helping to maintain the performance 
and clear interaction of all sections. 


This is especially evident in our case in the Groznyy and 
Makhachkala divisions, where as I had said earlier, less 
than 10 percent of the former work volume remains. An 
extremely difficult situation. And had it not been for help 
from the railroad’s administration at the expense of the 
divisions that are better off, unavoidable ruin would have 
occurred long ago. Despite the situation, wages are being 
paid on time and housing is being built in both divisions, 
and the programs for development of the material and 
equipment base have not been cancelled. Commercial 
activity is also developing there at a respectable level. 


How could it be otherwise? After all, the strong must help 
the weak in the fight for survival. Looking from a wider 
point of view, the unity of the country’s railroad network is 
one of the most important conditions of stable work in the 
sector under the still-unestablished market relations. 


[Bastrykin] And so, the network has managed to preserve 
a unified economic space, and a centralized system of 
administration. The railroad has created its own model 
of a networking transportation-based economy. What 
kind of help has the Ministry of Railways provided to 
you in this? 


[Kotlyarenko] As I persuaded myself when I attended the 
expanded meeting of the board, the ministry is playing a 
large role here. In the government, of which our Minister 
G. Fadeyev is a member, it is posing and pushing the 
solution of problems with the purpose of improving the 
activity of rail transportation in the interests of the entire 
network. 


For example the ministry was able to achieve publication 
of the edict of the RF president “On Particular Features 
of Privatization of Rail Transportation Facilities.” The 
integrity of the sector and its structural subdivisions was 
ultimately preserved, the railroad health care system was 
saved, and a decrease in land taxes was achieved. 


Or consider the major technological programs. In partic- 
ular the train traffic safety program. It is labor- and 
capital-intensive, but extremely necessary. Designing an 
automated brake control system (SAUT) is going to need 
a lot of money. On its own the railroad couldn’t afford 
this. 


I think that executives who feel that by establishing 
joint-stock companies they will receive some sort of 
advantages and that their life will become easier are 
deeply mistaken. No, this would only complicated the 
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situation. Disintegration will be followed by loss of a 
direct tie to the government, and the network’s integrity 
will be disturbed, which is generally impermissible under 
the conditions of an unstable market economy. 


The Ministry of Railways is presently transforming into 
a mobile structure: While holding the reigns of central- 
ized control in its hands, it is simultaneously granting 
great economic independence to the railroads. 


This was made graphically evident to all who attended 
the meeting the board of the Ministry of Railways held 
some time ago in Rostov, where the program of the 
North Caucasus Railroad to develop auxiliary activity 
and commercial entities was approved. 


It may be said that the North Caucasus Railroad 1s 
creating its own economic and financial infrastructure. 
In particular, shops and sections have been established 
to produce consumer goods of an assortment numbering 
over 50 items—from rubber gaskets for motor vehicles 
to modern furniture. 


In sum total, more than 50 small and large commercial 
enterprises are operating. 


[Bastrykin] How are these entities earning money? 


{[Kotlyarenko] One of our companies is called Torgovyy 
Dom [Trading House]. The main direction of its activity 
is to organize industrial production in agricultural 
product processing. Production lines have been built and 
are now operating in a dairy plant, an oil factory and a 
buckwheat hulling mill, and construction of an elevator 
and other enterprises is under way. 


The Liter Polis Company insures freight and passengers, 
which 1s especially important in our region. Freight 
valued at 8 billion rubles has been pilfered just from the 
Groznyy Division alone. 


The North Caucasus Railroad is now receiving a total of 
as much as 25 percent of its profit from the activity of 
commercial entities. 


All kinds of joint ventures are also making their contribu- 
tion to the railroad’s coffers; they are a part of the program 
to support high performance and to fulfill the technical 
program of the North Caucasus Railroad. Joint ventures 
not only provide profit, but they have also simultaneously 
helped us enter the world market. 


[Bastrykin] An internal commercial infrastructure is con- 
sidered to be complete when it also has its own bank.... 


[Kotlyarenko] We have that as well. The Interregional 
Transportation Commercial Bank. It has established 
branches in almost all of the railroad’s divisions. Last 
year the income from its operations was R3.2 million. 
The profitability factor was 6.1, which 1s higher than that 
of banks of the Northern Caucasian region such as the 
Donkombank, Rostovsotsbank and Yugmebelbank. 
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The Interregional Transportation Commercial Bank 
opened branches in Bataysk, Belorechensk, Nalchik and 
other major railroad junctions. Transfer of payments 
between enterprises of the mainline has been accelerated 
in this way, and a possibility has arisen for providing 
credit to our enterprises and plants, and for working with 
individual depositors. The Metrakombank [Interre- 
gional Transportation Commercial Bank] is also 
engaging in foreign exchange transactions. 


[Bastrykin] Are railroad subdivisions such as the orsy 
[departments of workers’ supply] restructuring their 
work in the new way? They, as we know, have tradition- 
ally operated at a loss, and have been subsidized in order 
to stay afloat. 


[Kotlyarenko] Not only the railroad workers’ supply 
center but also other subdivisions that we used to sup- 
port materially are now being used in the interests of the 
railroad in a new way. There are close to 700 stores on 
the railroad. Through them we sell goods we acquire on 
the basis of debit indebtedness. Unfortunately the latter 
is considerable (around 130 billion). Agricultural and 
processing enterprises—our debtors—pay their shipping 
costs with their own products. The railroad workers’ 
supply center was tasked to pay off its debts to the 
railroad by selling agricultural products, food and indus- 
trial goods amounting to R2 billion. And it has already 
accomplished this task. 


The Soyuzzheldorsnab—our former material and equip- 
ment support service—is also engaging in lucrative 
activity. Materials obtained from debtors are being real- 
ized through barter transactions. This produces a double 
advantage: Our production operations (locomotive and 
rail car depots) get their supplies, and concurrently we are 
able to sell the products and materials of our debtors in 
other regions of the network through the Soyuzzheldor- 
snab system. 


Each month we move products through the trade net- 
work by barter transactions amounting to R30-35 bil- 
lion, thus reducing debit indebtedness. This makes it 
possible for us to reduce growth of the latter. 


A settlement system based on promissory notes has been 
developed and is now being introduced in the railroad. 
The promissory note acts as a means of payment and as 
a means of reducing debit indebtedness. We are using 
this system to draw up freighting documents and to 
reschedule the overdue debts of our clients. 


For example we have reached agreement that the railroad’s 
Likhovka Division will be paid off by a promissory note 
from the Belaya Kalitva petroleum base in Rostov Oblast. 
Here’s another example. The Kemerovo Railroad settled 
for electric power for the Krasnodar and Caucasus divi- 
sions on the basis of promissory notes amounting to R13 
billion. In short, circulation of promissory notes is already 
a reality, and this means is being used as a way of 
liquidating our debts and the railroad’s debit indebtedness. 
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{Bastrykin] Freighting prices are constantly growing 
Doesn't this mean that the bulk of the financial burden ts 
being laid upon the shoulders of freight senders and 
recipients? Won't the desire to earn more work against 
the railroad, and aren't we going to lose our clients? 


{[Kotlyarenko] But this could be viewed from the other 
side as well. Our rates are an important lever bringing 
closer the transition to a low-expense economy. 


There is no need to prove that deeper on-site processing of 
raw materials (this is already being done in our case), and 
h'eher product quality can sharply decrease the proportion 
of transportation expenses within the final price. Consider 
logs. The distance they are shipped on Russia's railroads 1s 
1,321 kilometers. Railroad transportation rates represent 
37 percent of their cost. But if lumber were to be shipped 
the same distance, the proportion of the transportation 
expenses would decrease by a factor of more that two, And 
yet, 75 percent of timber is shipped today in the form of 


rough logs. 


The system of taxes applied to transportation should 
naturally be lenient, since ultimately its outlays affect the 
work of all other sectors. The corresponding proposals 
were forwarded by us to the Ministry of Finance. But 
they were rejected. 


[Bastrykin] Fedor Makarovich, ownership of the rail- 
roads was also an acute problem at the expanded 
meeting of the board of the Ministry of Railways. What 
is your point of view on this issue? 


[Kotlyarenko] I personally appealed to First Vice Prime 
Minister O. Soskovets, and spoke to the assembly in 
Chelyabinsk, and I continue to hold the same opinion 
The railroads cannot be privatized, especially now. To 
do so would mean to destroy the network. The problem 
of ownership of the railroads has to be solved by the 
government without delay. In my opinion we need to 
return this right to the railroads, because ownership of 
the railroads will immediately begin bringing in profit, as 
soon as the issue is resolved in our favor. 


{[Bastrykin] What problems are uppermost on your 
agenda? 


{[Kotlyarenko] There’s transition to the procedures of 
working with lower traffic volumes. In this matter I fully 
support Moscow Railroad chief I. Paristyy. Now that the 
dimensions of the traffic decreased, we need to find and 
legalize procedures that would make it possible to work 
with smaller quantities of people. 


One other direction of our activity is transition to 
one-shift work in certain sections, organizing the work of 
little-used stations and sections, and amending various 
sorts of regulations and standards. 


The drop in shipping volume will continue, and while we 
need to reduce the number of workers, we must also 
create jobs in auxiliary operations, so as to avoid indis- 
criminate layoffs. 
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POLITICAL AFFAIRS 


Odessa Oblast Council Chief on Current Issues 


944F 1479A Moscow SEGODNYA in Russian 3 Sep 94 
p10 


[Interview with Ruslan Bodelan by Yuriy Selivanov; 
place and date not given: “Ruslan Bodelan: Of the 
Politicians, | Am Impressed by Chernomyrdin, Naz- 
arbayev, and Kohl’’] 


[Text] Ruslan Borisovich Bodelan was born in 1942 in the 
village of Berezovka of Odessa Oblast’s Baltskiy District. 
He was a teacher and construction worker. In 1968 he 
graduated from the History Faculty of the Petropaviovsk 
Pedagogical Institute and, subsequently, from the CPSU 
Central Committee Higher Party School. Since 1990 he 
has been chairman of the Odessa Oblast Council of 
People’s Deputies. 


‘‘As a member of the Ukrainian Supreme Council, | ask 
myself. can we today at the all-state level emerge from the 
impasse into which we have driven ourselves, primarily 
from the state of artificial self-isolation, which is having a 
devastating impact on the economy and life of our citi- 
zens?” 


[Selivanov] Three years ago, as first secretary of the 
oblast committee of the party, you were the occupant of 
this office and and plenipotentiary master of the oblast. 
Today, having become governor, you have restored the 
status quo. Has everything returned to square one, or is 
there some difference, for all that? 


[Bodelan}] A very considerable difference. Three years 
ago, there was a unified state, whose economic structures 
ensured the comparatively normal operation of the 
entire national economic complex. Today, the situation 
has changed fundamentally. We are living in an indepen- 
dent state that resolves its own problems, relying prima- 
rily on internal potential. This is making an essential 
impression on the nature of the activity of the oblast 
leadership. In addition, whereas three years ago we were 
living under the conditions of perestroyka—a kind of 
socioeconomic experiment, within whose framework the 
party structures were attempting to find their “place in 
the sun”—a consummate system of state power, the 
basis of which are councils of people’s deputies of all 
levels, has taken shape here today. I would recall that the 
institution of representatives of the Ukrainian president 
has now been eliminated locally, and the fullness of 
executive power has been transferred to the councils. 


[Selivanov] The abolition of the presidential administra- 
tion locally signifies a return of the fullness of power to 
the councils. Does it not seem to you that this is a 
reactionary step, after all, the soviets, as is now custom- 
arily believed, did not justify themselves. 


[Bodelan] As far as the proposition concerning the 
reactionary nature of the councils is concerned, it con- 
tains, in my view, more propaganda rhetoric than 
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common sense. You cannot lump everything together! 
Soviets under the conditions of a totalitarian state, 
where they served as a pseudo-democratic screen for the 
power of the CPSU, are one thing. The present situation, 
where the councils have concentrated in their hands real 
power and people that have obtained a real, not sham, 
mandate of the electorate, is quite another. I would recall 
that today all representatives of the local councils are 
elected by direct popular vote. I believe that the talk 
about the reactionary nature of the councils is to the 
benefit merely of the circles that are not averse to 
altogether denying representative authority as such 
because effective democratic control today is to the 
liking of far from everyone. If, however, some people 
simply dislike the word “‘councils,”’ it could be replaced, 
of course, although we would in this case hardly be 
understood in the civilized world, where councils are 
encountered at virtually every step—from the municipal 
through the European. 


[Selivanov] President Leonid Kuchma has declared that 
he cannot conceive of the implementation of reforms 
without the existence of a strong vertical structure of 
executive power, but it is this structure that has today 
been abolished. Is there not a contradiction here? Will 
you not find yourself in opposition to the president in his 
attempts to create a strict vertical line of the executive? 


{Bodelan] Under no circumstances have I been an oppo- 
nent of strong state authority. But it 1s not a question in 
this case of the creation of some additional organs of 
presidential power locally. There are the structures of the 
local councils and their executive committees, to which 
the entire work on realization of the authority of state 
power locally will be entrusted. The executive committee 
of the councils should be accountable to the state on the 
question of the execution of tasks of an all-state level that 
are entrusted to it. It is this mechanism that is envisaged 
in the edict of Leonid Kuchma, president of Ukraine, on 
the subordination to him of the executive structures of 
councils of all levels. 


[Selivanov] Leonid Kuchma recently made a critical 
assessment of the prospect of the federalization of 
Ukraine also. Your attitude toward this? 


{Bodelan] | am a supporter of the federalization of the 
state. But | have never advocated an immediate transi- 
tion to a federation. Ukraine will inevitably arrive at a 
federative arrangement because this is a country with 
very diverse and specific regions. The first stage of 
federalization should be regionalization of the state 
providing for a redistribution of competent authority in 
favor of local government. But a kind of psychological 
barrier has to be overcome here—after all, you have only 
to start to talk about regionalization today and you are 
immediately showered with accusations of separatism 
and attempts to break away from Ukraine. I categorically 
reject such accusations and believe that the people from 
whom they emanate simply do not understand the dif- 
ference between the perfectly healthy aspiration of the 
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regions to greater independence according to strong 
regions-strong state principles and political extremism, 
of which separatism, wholly uncharacteristic of us, is a 
manifestation. 


[Selivanov] How might a future federal entity of which 
Odessa Oblast is a part look? 


[Bodelan] If we take the path of federalization, the 
question of the molding of new administrative-territorial 
entities, which, in my view, should be bigger than the 
present oblasts and unite territories similar in terms of 
type of economic activity, national-ethnic composition, 
and natural-climatic conditions, will undoubtedly be on 
the agenda. In Southern Ukraine such a federal entity 
could be formed on a basis of Odessa, Kherson, and 
Nikolayev oblasts, which are practically uniform eco- 
nomically (an orientation toward the maritime economic 
complex, big recreational possibilities, intensive agricul- 
ture) and have an identical inter-nation population com- 
position. What such a territorial entity would be called is 
still unclear. This would be a “kray,” possibly. True, 
when we say “kray,” we are immediately exposed as 
attempting, virtually, to reconstitute the Novorossiysk 
Kray of the Russian Empire, although there are, under- 
standably, no grounds for this. 


[Selivanov] At the recent gubernatorial elections, you 
won with an overwhelming majority. This testifies that 
people believe in your capacity for changing the situation 
for the better. Do you yourself believe in this? And if so, 
on what do you base your confidence? 


[Bodelan}] I have absolutely no doubts from the view- 
point of my capacity for working and achieving results. 
But there is a problem of another kind. It is impossible in 
an individual oblast that is bound to the state by thou- 
sands of ties to radically improve the state of affairs 
without its improvement everywhere. And I, as a 
member of the Ukrainian Supreme Council, ask myself: 
can we today at the all-state level emerge from the 
impasse into which we have driven ourselves, primarily 
from the state of artificial self-isolation, which 1s having 
a devastating impact on the economy and life of our 
citizens? I'm afraid that without a long-urgent change 
toward a policy of common sense, we cannot resolve our 
oblast problems in full. 


[Selivanov] We can now argue about an economic union 
of the CIS countries. There 1s in Ukraine no politician 
today, perhaps, as would fail to include this point in his 
program. But tell me frankly—do you believe in the 
possibility of the existence of a purely economic union 
without its attendant political superstructure? 


[Bodelan] Economic union is not simply a declaration 
either. We may, of course, announce that we are as of 
today restoring the severed economic ties and... precisely 
nothing will change. Because a mechanism of realization 
of economic interaction at the interstate level is lacking. 
It is essential today that we determine on what issues it 
is profitable for us to interact. And, correspondingly, 
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draw up in these areas joint action programs and create 
coordinating bodies. Of course, such structures can work 
only under the conditions of the parties’ mutual interest. 
To speak as yet of anything more, of the creation of some 
supranational bodies endowed with directive authority 
in particular, 1s, in my view, premature. Although tt 
cannot be ruled out that the need for their creation will 
in time become generally recognized. 


[Selivanov] What are the main reference points of your 
first “100 days” as governor? What “ism” do you intend 
building on the territory of Odessa Oblast? 


{Bodelan] The second question first. Speaking about the 
building of some “ism” today is simply not serious. 
Specially if we are talking about the first 100 days. The 
Situation in the oblast is such that we need to busy 
ourselves with a resolution of the most urgent problems 
connected with the maintenance of the vital activity of 
industry and agriculture (there has been an appalling 
harvest shortfall in the oblast—we are harvesting 10 
times less grain than usual) and preparations for the 
winter. 


[Selivanov] You are one of the few people’s deputies of 
Ukraine that are not associated with any parliamentary 
faction. Why 1s this, do you not have a clear-cut political 
position? 


[Bodelan] A different reason. | am in no hurry to tie 
myself to some specific political group because the 
majority of the present parties and interparty blocs have 
not yet essentially acquired their own personality and are 
in a phase of ferment and constant reorganization. 
Becoming a functionary of one of them under these 
conditions 1s quite a risky business. It 1s better at this 
stage, I believe, to remain an independent deputy. 


[Selivanov] For which of the present politicians and 
regional leaders of CIS countries and the world do you 
have a liking? Who for you ts the ideal political figure? 


[Bodelan] I am not sure that I have such an ideal. You 
know, it becomes harder with age and the acquisition of 
political experience to idealize anyone. Although I have 
since childhood admired the principal hero of the novel 
The Gadfly, who even now remains for me an unsur- 
passed model of courage, steadfast opinions, and 
dependability in relationships. And there are, undoubt- 
edly, personalities for whom I have a liking. I like Viktor 
Chernomyrdin, say, as an individual—his relaxed 
manner of dealing with people is attractive—and I am 
following sympathetically the activity of Nursultan Naz- 
arbayev, whom I have known since my years of Com- 
munist Youth League work. Of politicians of the far 
abroad, I am impressed by Helmut Kohl, the present 
leader of Germany. 


[Selivanov] The experience of the development of which 
foreign country is most applicable under our conditions, 
in your view? 
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{[Bodelan] The application of some foreign experience in 
our country in pure form is obviously unrealistic. The 
experience of Germany with its federal lands would be 
very suitable for Ukraine in the sphere of administrative 
arrangement. The experience of Switzerland, where, as 
we know, four official languages get along peaceably 
together, is very impressive at the level of the resolution 
of national-ethnic and language problems. 


{Selivanov] Were you surprised by the defeat of Leonid 
Kravchuk, and what do you see as the reasons for this? 


[Bodelan] No, I was not. Leonid Kuchma’s win was a 
surprise to some extent, although I did everything I could 
for his victory. I expected that none of them would be 
elected. As far as the reasons for Kravchuk’s defeat are 
concerned, they are rooted mainly in the state that 
Ukraine has reached today. In addition, he had an 
extremely inadequate personnel policy—Kravchuk sur- 
rounded himself with people, many of whom were 
extremely unpopular in society. 


[Selivanov] There were people in certain key positions in 
the former oblast administration that were pursuing a 
policy of total Ukrainization, which caused dissatisfac- 
tion in the region. How do you intend treating them, and 
will you be making adjustments to policy in the sphere of 
education, language, and culture? 


[Bodelan] These people have been removed. As far as a 
rectification of the excesses that they permitted is con- 
cerned, it is perfectly obvious that this needs to be done, 
and quickly. I will do everything to ensure that no person 
living in Odessa Oblast feel himself hurt on a national or 
language basis. I believe that Leonid Kuchma’s intention 
to impart to Russian the status of second official lan- 
guage corresponds to the aspirations of the majority of 
the people of Odessa. 


‘Selivanov] How do you evaluate the practice that has 
existed thus far of limitation of the broadcasting of 
Russian television and radio companies on the territory 
of Ukraine and the virtual ban on the distribution of a 
number of Russian newspapers here? Do you intend 
changing anything in the current situation? 


[Bodelan] If we class ourselves as being part of the 
civilized world, there cannot be two opinions in respect 
to a common information space. Any self-isolation in 
this sphere is suicidal. It distresses me to think what 
damage the absence of the due information links to the 
near and far abroad is causing us. It is understandable 
when this is connected with economic problems and the 
cost of the sources of information. But when artificial 
barriers are created in the way of information flows, this 
is utterly absurd, with whatever highest considerations it 
is justified. We have no intention of putting up with such 
a situation. Even today we have devised interesting 
regional information projects. One of them is a unified 
information system of the commonwealth of Danube 
countries, of which Odessa Oblast recently became a full 
member. As the resources are accumulated, we will move 
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toward direct relations with the editorial offices and 
publishing houses, Russian included, to ensure that our 
people obtain the necessary literature and periodicals. 


[Selivanov] Odessa is commemorating its bicentenary. 
What do you think, what will the next century of 
Odessan history be like? 


[Bodelan] Some people here are saying that Odessa is not 
200 but nearly 700-800 years old. But I do not believe 
that history can be reshaped depending on the color of 
the state flag. Odessa was founded 200 years ago on the 
orders of Empress Catherine II and was created by the 
labor of the subjects of all of the then Russian Empire. 
And it is not fortuitous that monuments to Russians 
continue to adorn the streets of our city. Odessans are 
proud of their history, which, truly, has had much that 
has been heroic and splendid. I believe that the next 
century of Odessan history will be marked by the con- 
clusive reign in this city of a spirit of love of freedom, 
enterprise, and optimism, which formerly distinguished 
the people of Odessa. 


[Selivanov] You are a professional politician. But I 
would like to know about you as a man. Do you have 
avocations, hobbies, attachments, finally? 


[Bodelan] I am very fond of sports. I used to be a master 
of sport in basketball, and I play tennis, only on Sundays, 
it is true. 


[Selivanov] Would you constitute any competition on 
the court for Boris Nikolayevich Yeltsin? 


{[Bodelan] Were he to agree to play with an oblast council 
chairman, I would match my efforts against him with 
pleasure. I like music, symphonic music particularly. I 
take advantage of any opportunity to visit the theater, 
and, of the theatrical genres, I prefer musical comedy. | 
like to laugh—this helps me rid myself of a load of 
problems. And I love my children and grandchildren, of 
course: my relatives are my most dependable support. 


Saburov Pre-Crisis Interview 


944K2340A Moscow KOMSOMOLSKAYA PRAVDA 
in Russian 13 Sep 94 pp I, 2 


[Interview with Yevgeniy Saburov by special correspon- 
dent Andrey Konstantinov; in Simferopol, date not 
given: ““Yevgeniy Saburov Has a Dissenting Opinion’”’] 


[Text] Not long prior to these events, our special corre- 
spondent met with Yevgeniy Saburov, the well-known 
Russian economist and formerly vice premier of the Gov- 
ernment of Russia. What he had to say shed light to some 
extent, in our view, on the situation that is taking shape at 
this time on the peninsula. 


[Konstantinov] What, for all that, is the basis of the 
political confrontation in Crimea? 


[Saburov] We need to work up to this somewhat, I 
believe. We need to start with how, by analogy with 
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Russia, the so-called “middle class” took shape here. It is 
no secret that small business got going thanks to a certain 
protectionism on the part of individual public servants. 
And they were, in granting privileges to businessmen, 
extremely selective: We will give to this one, we will not 
give to that one. Individual groups oriented toward this 
official or the other took shape. As a result the officials 
themselves became dependent on these groups, which is 
entirely natural. Then, having strengthened, these clans 
embarked on a division of Crimea into “zones of influ- 
ence. 


At the presidential elections they decided, naturally, to 
support the representatives of the former leadership. The 
surprise winner was “‘nobody’s” candidate. Meshkov is 
quite an interesting figure. Although he is essentially a 
leader of the masses who is quite usual for our CIS space 
and who came to power on the wave of the population’s 
negative attitude toward the past leadership. He did not, 
essentially, have a clearly expressed program. The sole 
point that may be considered a positive part of it was the 
possibility of the disconnection of Crimea from Ukraine 
and its affiliation to Russia. 


Quite strong pressure, up to and including threats, was 
exerted on the president. This evoked a return response 
that was the opposite of what had been expected, and 
some of the people in the leader’s entourage remained 
unclaimed. Then the president made a move that was 
entirely unexpected for his opponents: He invited into 
the government professional economists and leaders. 
And here it all began! 


{[Konstantinov] That is, you became hostages to a con- 
flict that had matured even before your arrival... 


[Saburov] Psychological pressure tactics came to be 
applied in respect to us from the very outset: “You are 
not one of us,” it was said. With just a single purpose: Do 
not impede us as we divide up all of Crimea! The 
situation is becoming quite tense, and a series of show- 
downs between the clans is ensuing. This is connected 
with the fact that one clan, evidently, is hoping for its 
stronger influence in the upper strata and expecting that 
it will succeed in discrediting the government and 
taming the president. A barrage of slander, lies, and 
insults is being rained down on us. The news media are 
being purchased, television is being seized. The govern- 
ment is being prevented from appearing on the air, and 
our activity is being covered at the following level, 
approximately: A drought, which we have not had for a 
100 years, has begun, and the government is to blame for 
the fact that we have no water. 


Five members of the cabinet, and I myself, for that 
matter, live in a holiday hotel in Alushta, and this is 40 
minutes’ drive to Simferopol. You hear it hinted quite 
often: You drive quite a long way, what if something 
should happen en route.... But we cannot permit our- 
selves to take an apartment each all at once! We are 
under constant surveillance. Naturally, | am afraid for 
myself, for my near ones and dear ones, and for my 
colleagues. 
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Television is even suddenly starting to say that the 
government is “ordering murders.”’ That is, the show- 
downs and shootouts between clans, which are con- 
tinuing in Crimea. And this is being said by a deputy of 
the Supreme Council! As though some “‘target-setting”’ 1s 
being given. Now, were some clan to have an automobile 
“collision” with us, it would be dealing not with public 
officials but with people taking part in these showdowns? 
It is hard for us to take this in. 


[Konstantinov] Nonetheless, you are working... 


{[Saburov] We are professionals in the sphere of eco- 
nomics and came, naturally, to work in this field. In the 
few months that we have been here we have gotten many 
things done. We have essentially succeeded in making 
the budget virtually deficit-free, of which hardly any 
other region on the territory of the present CIS could 
boast. This is quite a serious achievement 1f it 1s consid- 
ered that populist demands for the price of bread to be 
held at an utterly ludicrous level: R100 in Russian 
money for a loaf, are constantly being rained down on us. 
The same with the price of milk, certain other foods.... 


[Konstantinov] So, what next? 


[Saburov] I believe that the people that invited us and 
that promised to create the conditions for the normal 
implementation of reforms must choose the side they are 
on. If they are afraid to enter into a struggle with these 
clans, which are not at all powerful and are usually local, 
provincial, it is clear that there 1s nothing that we can do 
in Crimea. Continuation of this state of suspended 
animation is unacceptable. And we ourselves will raise 
the issue of our resignation. When the reforms came to 
be impeded, I said to Meshkov: One or the other. And 
received the response: I ask you to wait a month. The 
month will be up in a few days. It is now almost 
inconceivable that we will stay. Some miracle has to 
occur. 


[Konstantinov] And if you go? 


[Saburov] I do not believe that representatives of the 
clans and groupings will enter the new government. They 
will be gray, insignificant people, rather, but manage- 
able. And they will make a mess of the winter. Crimean 
winters are dreadful, particularly on the Kerch penin- 
sula. And the new government will surely be swept aside. 
As long as this mess continues, privatization per the 
shadow, criminal format will begin. This will be a 
catastrophe for the inhabitants of Crimea. As for the 
present president also, come to that. 


[Konstantinov] Bui it would, after all, be possible in this 
situation to appeal to Ukrainian President Leonid 
Kuchma, who has appreciably replaced the leadership of 
the power structures, incidentally.... 


[Saburov] Crimea did a great deal to ensure that Kuchma 
become president. I venture to hope that I personally did 
my bit also. But let us see whether an autonomous 
prosperous Crimea, striving for independence, is to the 
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advantage of the president of Crimea. No, it is not. 
Kuchma and I have a very good personal relationship, 
but, as a statesman, I am unsuitable for the position of 
vice premier of the Crimean Government. And if you 
think that our request for assistance in ‘“‘shifting’”’ Crimea 
toward Russia would meet with understanding from the 
president of Ukraine.... You are mistaken, I believe. 


[Konstantinov] And the Russian leadership has 
somehow been notified as to the current situation? 


[Saburov] Not properly, I believe. Russia has occupied a 
position of total noninterference and is essentially in no 
hurry to do anything. Although I have said repeatedly 
that Crimea cannot be outside Russia’s zone of interests. 
But no particular changes in the position of the Russian 
leadership are noticeable as yet. 


Directive on Cholera Liquidation Commission 


944K2337A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 16 Sep 94 p 1 


[“Directive of the President of the Republic of Crimea: 
On the Creation of an Extraordinary Anti-Epidemic 
Commission Under the Government of Crimea”’] 


[Text] For purposes of operational development and 
implementation of measures for prevention, localiza- 
tion, and elimination of the epidemic of infectious 
human diseases: 


1. An Extraordinary Anti-Epidemic Commission shall be 
created under the Government of Crimea and consist of 
the following: 


chairman of the commission—Anatoliy Romanovich 
Franchuk 


the procurator of the Republic of Crimea 
the minister of public health of the Republic of Crimea 


the chief of the Civil Defense Staff of the Republic of 
Crimea 


the chief of the administration of the Security Service of 
Ukraine for the Republic of Crimea 


the minister of finance of the Republic of Crimea 


the chairman of the Committee on Extraordinary Situa- 
tions under the Government of the Republic of Crimea. 


2. The statute on the Republic of Crimea Extraordinarv 
Anti-Epidemic Commission under the Government ot 
Crimea, coordinated with interested ministries and 
departments (appended), shall be approved. 


3. The city and rayon executive committees, guided by 
the Statute on the Republic Extraordinary Anti- 
Epidemic Commission under the Government of 
Crimea, shall approve the Statute on the Extraordinary 
Anti-Epidemic Commissions under the executive com- 
mittees. 
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4. It shall be established that the Extraordinary Anti- 
Epidemic Commissions under the city and rayon execu- 
tive committees shall be headed by the chairmen of the 
executive committees or their deputies. 


5. It shall be recommended to the city and rayon execu- 
tive committees that they appoint as computer program 
chairmen of the Extraordinary Anti-Epidemic Commis- 
sions the chief state sanitation physicians of the cities 
and rayons. 


6. The republic Extraordinary Anti-Epidemic Commis- 
sion under the Government of Crimea shall be granted 
the right to make decisions regarding questions of coor- 
dinating scientific and practical activity of the ministries 
and departments of Crimea and cooperative and other 
social organizations aimed at localizing and eliminating 
epidemics and infectious human diseases (AIDS, 
cholera, diphtheria, influenza, etc.) and also develop and 
implement measures for preventing them. 


The commission’s decisions regarding the aforemen- 
tioned issues are mandatory for implementation by the 
ministries and departments of Crimea, enterprises, asso- 
Clations, organizations, and institutions. 


7. The chairman of the republic Extraordinary Anti- 
Epidemic Commission under the Government of 
Crimea shall be permitted to establish its personnel 
composition, in coordination with interested ministries 
and departments of Crimea and organizations. It shall be 
established that commission members shall participate 
in meetings without the right to a replacement. 


[Signed] President of the Republic of Crimea Yu. 
Meshkov. 

Simferopol 

13 September 1994 

No. 290/94-rn 


Edict on Cholera Liquidition Commission 


944K2337B Simferopol KRYMSKIYE IZVESTIYA 
in Russian 16 Sep 94 p 1 


(“Edict of the President of the Republic of Crimea: On 
the Creation of the Extraordinary Commission for 
Localization and Elimination of Cholera Infection in the 
Republic of Crimea”’} 


[Text] In connection with the sharp deterioration of the 
epidemiological situation in Crimea and the appearance 
of niduses of cholera in the city of Simferopol and 
Simferopolskiy Rayon 


I decree: 


1. An Extraordinary Commission for Localization and 
Elimination of Cholera Infection in the Republic of 
Crimea shall be created and shall consist of: 


Ye.F. Saburov—deputy prime minister of the govern- 
ment of Crimea—chairman of the commission; 


Commission members: 
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Ye.S. Korolenko—minister of public health of Crimea— 
deputy chairman of the commission; 


E.P. Tikhonenkov—chairman of the State Committee 
on Environmental Protection: 


B.N. Lezhentev—chief state sanitation physician of the 
Republic of Crimea; 


L.V. Kitayev—acting chief of the civil defense staff of 
the Republic of Crimea; 


O.1. Stebliy—chief of the medical protection department 
of the civil defense staff of the Republic of Crimea; 


V.I. Antonenko—general director of the territorial- 
production association Krymavtotrans; 


E.Kh. Vyust—chief of the public catering administration 
of the State Committee of Crimea on Protection of 
Consumer Rights; 


Ye.D. Namyak—chairman of the State Committee of 
Crimea for Housing and Municipal Services; 


V.V. Karpov—shore defense division commander; 


V.N. Kirichenko—acting chief of the Main Administra- 
tion of Internal Affairs of Crimea; 


A.A. Didenko—first deputy minister of justice of 
Crimea; 


V.S. Labyuk—deputy minister of finance of Crimea; 


F.F. Lemeshev—chairman of the State Committee of 
Crimea for Water Management; 


V.A. Melnik—chief of the Crimean division of the 
Dnieper Railroad; 


E.L. Georgiyev—general director of the production asso- 
ciation Krymvodokanal; 


V.S. Rodin—chief of the Crimean Republic Administra- 
tion for Provision of Petroleum Products; 


I.D. Yevsyukov—deputy chairman of the Security Ser- 
vice of Crimea; 


V.M. Chukhilevich—chief of the Main Territorial 
Administration of Krymglavsnab; 


V.I. Bauchkin—chairman of the republic committee of 
the Red Cross Society; 


V.F. Yermak—chairman of the Simferopol City 
Council, executive committee, and chief of the Simfer- 
opol city administration; 


V.N. Zakarevskiy—first deputy chairman of the Simfer- 
opolskiy Rayon Executive Committee; 


V.K. Latyshkin—chief of the second sector of the Min- 
istry of Public Health of Crimea, secretary of the com- 
mission. 
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[Signed] President of the Republic of Crimea Yu. 
Meshkov 

Simferopol, 

14 September 1994 

No 124/94 


MVD Official on Donetsk Narcotics Problem 


944K2361A Donetsk DONETSK AKTSENT in Russian 
20 Sep 94 p 2 


[Interview with Colonel Vladimir Fadorovich 
Bogdanov, chief of the department for fighting against 
the illegal distribution of narcotics of the Directorate of 
Internal Affairs of Donetsk Oblast, by unidet. ‘ified cor- 
respondent; date and place not given: ““The Country Is 
on a High, but the Deputies Talk Only of Sevastopol”’] 


[Text] There was a time when this evil was considered not 
“ours”’—the drug business was flourishing somewhere 
there, in the West, and people will die from this evil. Now 
we state with regret: We have the very same problems. 
The number of drug addicts is growing, and it has become 
prestigious and fashionable among some young people to 
indulge in narcotics. But as long as there is a demand, it is 
a well-known fact that a supply also appears. 


Today's interview is with Colonel V.F. Bogdanov, the 
chief of the department for fighting against the illegal 
distribution of narcotics of the UVD [Directorate of 
Internal Affairs] of Donetsk Oblast. 


[DONETSK AKTSENT] Vladimir Fedorovich, can one 
already talk today of the drug business here in Ukraine? 


[Bogdanov] You can call it what you like, but the illegal 
distribution of narcotic substances in the oblast has 
assumed a really substantial scale lately. In the last five 
years, the number of persons on the drug users register 
has increased by more than 2,000. But the number of 
sick drug addicts has more than doubled. When there is 
a demand, there are also those who like to profit from 
this demand. In 1993, 3,625 cases were instituted for the 
illegal distribution of narcotic substances. This is twice 
as many as in 1992. But, taking into account the latency 
of this type of crime, it is impossible to say that the figure 
is absolute. The activity of drug dealers is becoming 
more and more conspiratorial, and the geography of 
their operations is expanding. Experts predict the spread 
of drug addiction in the oblast and throughout Ukraine 
in the next few years. 


[DONETSK AKTSENT] Does the impoverishment of 
the masses influence the growth of the drug business? 


[Bogdanov] Of course. The dislocation in the economy 
activates not only dealers in the drug business, but it also 
draws the poor elements of the population into this 
business. And most of all young people. 


[DONETSK AKTSENT] The militia is fighting against 
this evil, and it is probably not up to the task? 
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[Bogdanov] It is difficult, of course. The small numbers, 
weak technical support, and shortcomings in the training 
of operational workers who specialize in the fight against 
the drug business, do not provide a capability to oppose 
it adequately. A department with a staff strength of 10 
employees has been created in the oblast’s UVD. But this 
is very little. The question is already being raised in 
Donetsk Oblast about the creation of a directorate for 
fighting the drug business. It is assumed that more than 
40 employees will work in it. 


[DONETSK AKTSENT] Are narcotic substances being 
brought to us mainly from the western oblasts? 


[Bogdanov] Yes, we are a sales market for many oblasts 
of western Ukraine. 


[DONETSK AKTSENT] Are there statistics about how 
many crimes are committed while in a state of drug 
stimulation? 


[Bogdanov] Practical experience indicates that a drug 
addict needs 100,000 karbovantsy a day to acquire 
drugs. But, throughout Ukraine, for the 4,000 who are on 
the register, this is more than 5 billion coupons daily. 
This is where the connection with all-round criminality 
comes in. 


[DONETSK AKTSENT] Has drug addiction gotten 
younger? 


[Bogdanov] Yes. Since drug addiction is a process, as I 
have already said, that is latent, the figure that I will now 
give does not claim to be absolutely genuine: 410 minors 
use drugs. Of these, 158 persons have been diagnosed. 


[DONETSK AKTSENT] Do young girls also frequently 
become drug addicts? 


[Bogdanov] Judge for yourself: 66 girls in the oblast use 
drugs, and with diagnosis, 21. Of course, to take into 
account all of those who indulge in this is not possible. 


[DONETSK AKTSENT] It is clear that drug addiction 
concerns even VUZ’s [higher educational institutions]... 
Are there imperfections in the legislation, I have in mind 
articles concerning the drug business? 


[Bogdanov] You can find a person with drugs at home, 
and he will say that they are not his. I was in training for 
one and a half months in Egypt and there, if a policeman 
finds someone with drugs—at home, in a car, simply in 
a pocket, it is not the problem of the police to prove that 
the arrested person participates in the drug business... 
There is no institution of witnesses in an official search 
in Egypt, the police are trusted there. But, in our country, 
at 0200 hours it is necessary to have two independent 
citizens at hand who would corroborate that this was a 
drug. Meanwhile, it is necessary to proceed on the basis 
of a social evil. From the seriousness of the threat. 


[DONETSK AKTSENT] How is the surge in drug addic- 
tion in Ukraine perceived in the world? 
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[Bogdanov] A conference was held recently on the fight 
against the drug business. It was participated in by 33 
states of Europe and Asia, and the United State. Two 
main problems were discussed—the fight against orga- 
nized crime and the illegal distribution of narcotics. The 
fact is that those narcotic substances that find a market 
in our country are childrens’ toys in comparison with 
those that can pour into Ukraine, if a convertible cur- 
rency appears here. I have in mind the drug cartels that 
will get rid of batches of heroin, marijuana, and other 
drugs through Ukraine. As soon as a hard currency 
appears, the development of a drug situation in the 
country is predicted, and the world community fighting 
the drug business predicts weak opposition to this situ- 
ation in Ukraine. We are not underestimating this factor 
as well: The wide use of drugs affects the gene pool. 
Children born to drug addicts also become drug addicts. 
Last year, the United States conducted monthly seminar 
studies for our workers in Kiev. Another seminar was 
held this year. On the same subject... Ukraine signed an 
international agreement on the fight against drugs. Our 
structures have been created within the framework of 
international agreements in many cities and rayons... 


[DONETSK AKTSENT] Where specifically? 


[Bogdanov] Thanks to local soviets of people’s deputies, 
special subunits have been set up in accordance with 
“The Programmed Fight against Drug Addiction and the 
Spread of Narcotic Substances for the Years 1994-1995” 
in Slavyansk and the rayon, Donetsk, Mariupol, and 
Krematorsk. By a decision of the city soviet, resources 
will also be allocated in Gorlovka for such a subunit. 
Problems are not being resolved in the fight against the 
drug business in Makeyevka, Yenakiyev, Konstanti- 
novka, Kramatorsk, Torez, and Khartsyzsk. It is gener- 
ally difficult for us: In connection with inflation, there is 
no possibility of acquiring special laboratories, motor 
vehicles, police dogs, and so forth... Although the inter- 
national community is not letting us go to sleep: We are 
a geographic transit state. 


[DONETSK AKTSENT] Incidentally, what is a drug 
dealer threatened with in Egypt? What kind of a prison 
term? 


[Bogdanov] For selling and smuggling—either hard labor 
for life, or—execution... 


[DONETSK AKTSENT] Vladimir Fedorovich, and, 
still, when there is talk about drug sellers among the 
people, they traditionally say “where is the militia look- 
ing?” 


[Bogdanov] The fact is that the practical work in our 
fight lags behind the practical work of the criminal 
world. For example, a family is selling drugs. The militia 
knows about this. We pulled in such families in the 
Kalininskiy Rayon of Donetsk, and in the Slavyanskiy 
Rayon. But the sellers also are perfecting their actions: 
Children from six to 14 years old are now dealing in 
drugs. Minors. The Americans convict children in such 
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cases, starting at 13 years old. When they find narcotics, 
they confiscate an automobile, a bank account, drugs, 
parcels of land... In our country, a lot has not been done 
in this respect in legislation itself... True, the draft law 
envisions substantial changes that, I hope, will make our 
work easier. 


[DONETSK AKTSENT] Thank you for the interview, 
Vladimir Fedorovich! 


Crimea CP Leader for Restored USSR 
944K23444A Moscow PRAVDA in Russian 14 Sep 94 p 2 


{Interview with Leonid Ivanovich Grach, first secretary 
of Crimean CP Republic Committee and secretary of 
Ukrainian CP Central Committee, by correspondent 
Viktor Drozd; in Simferopol, date not given: “We Are 
Destined To Live Together’’] 


[Text] Life is becoming increasingly difficult. Now that 
our people no longer have to ward off the slanderous 
attacks on their recent history, they are beginning to 
wonder how the destroyers of the USSR managed to 
mislead millions and whether they can ever climb out of 
the quagmire of financial and spiritual poverty. Leonid 
Ivanovich Grach, first secretary of the Crimean CP 
Republic Committee and secretary of the Ukrainian CP 
Central Committee, shared his views on this. 


[Grach] If we proceed from the fact that unification is 
the only way of saving all of the former republics of the 
USSR, then it is clear why the restoration of a single state 
is the main policy objective of the communists of the CIS 
countries. This is being resisted fiercely by our political 
opponents in the national-bourgeois camp. We, on the 
other hand, represent the views of a variety of political 
forces and the broadest segments of the general public. 


[Drozd] What are your opponents’ arguments? 


[Grach] Their line of reasoning is approximately the 
following: Yes, it is true that the people voted to preserve 
the union on 17 March 1991, and it is true that the 
dissolution of the USSR was not incontrovertible from 
the legal standpoint, but 15 states within the territory of 
the USSR have declared their independence and have 
been recognized by the world community. 


[Drozd] It sounds logical. 


[Grach] But the communists are not even planning to 
achieve unification with the aid of force. The Crimean 
Communist Party, for example, has declared in no 
uncertain terms that it sees the future union as a volun- 
tary association of nationalities. It should come into 
being as a result of the denunciation of the Belovizh 
agreement and by means of a referendum. Those who 
betrayed the motherland do not wish to discuss any kind 
of union, and primarily because they are afraid that the 
people will choose the socialist course of development 
when they are reunited in a single nation. They are afraid 
of their own people, they are afraid of losing what they 
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took illegally in the last few years, and they are afraid 
that they will be held responsible for what they have 
done. 


[Drozd] Why are the communists insisting on a single 
state? 


[Grach] We believe that the people of all republics, 
regardless of the social aims of the future state, have two 
interdependent strategic goals. The first is the restora- 
tion of the economy and further advancement. The 
second is a return to world markets in a strong position. 
Without this, there will be no way out of the economic 
and political crisis, and all of the talk about reform will 
be futile. These goals are interconnected. Unless they are 
attained, it will be impossible to restore our defensive 
capabilities, to avert the degeneration of the Slavic 
nationalities, the continued degradation of our culture, 
and the decline of moral standards, and to wage the fight 
against crime. These goals can be attained only in 
conjunction with Russia. By the same token, Russia can 
only attain these goals in conjunction with the other 
republics. There is no other option. 


[Drozd] Objective researchers and politicians agree that 
there were no economic grounds for the breakup of the 
USSR. Who had an interest in breaking up the country? 


[Grach] By 1991 capitalism was already flourishing in 
our country, and the bourgeoisie had been revitalized. 
The most predatory members of the society were the 
agents of this social ailment (this is always the case 
during the period of the initial accumulation of capital). 
They do not abide by any ethical or legal standards. That 
is why people who were alienated from the results of 
their labor and socially dispensable individuals made 
their presence known as soon as the laws on independent 
labor and cooperatives were passed. Most of them were 
skilled organizers who had never had an opportunity to 
demonstrate their skills. The state had made a grave 
political and economic error in its treatment of them. 
The dealers in the shadow economy who were skilled in 
the criminal methods of “capital accumulation” were 
simultaneously legalized. These two waves merged. A 
third wave of businessmen was gaining strength in those 
same years. It consisted of producers who had wanted to 
realize their potential for a long time and the elite 
economic administrators and corrupt bureaucrats. They 
were the ones who were most prominent after August 
1991. Now the next wave is starting to swell. These are 
the racketeers and “mass entrepreneurs” who have 
joined the fight for the division of property. 


Despite all of the variety and heterogeneity of the 
interests of the domestic bourgeoisie, it is already fully 
aware of its class community and of the dangers it faces 
from broad segments of the population who have had 
enough of the stepped-up capitalization. 


{[Drozd] Nevertheless, the new bourgeoisie already has a 
social support base. 
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{[Grach] The elite is trying to foist its own style of 
behavior and its own ethical standards on the majority 
and thereby contro! the majority, primarily the people it 
employs. Many are eager to go into service. What can 
people do after they have lost faith in the state? Just the 
top 5-10 percent of the “businessmen” are gaining a huge 
advantage from the current economic chaos. Many of 
those who are connected in some way with “business” 
can feel secure by association. 


We can add the corrupt bureaucracy and much of the 
intelligentsia, which accepted ihe new social and moral 
guidelines in a break with historical traditions, to this 
list. All of this is serving as the nutritive medium and 
support base of the new bourgeoisie and its ideology. 
This force is the chief o' ponent of the restoration of the 
single state. 


{Drozd] Politicians and the news media keep referring to 
interstate agreements as guarantees of the inviolability of 
the new borders.... 


[Grach] Meanwhile, they are deliberately disregarding 
the fact that the same guarantees applied in full to the 
borders of the Soviet Union, the GDR, Yugoslavia, and 
Czechoslovakia. No one objected to the breakup of these 
countries or the merger of the FRG and the GDR, 
however, because this process was consistent with the 
West’s strategic goals. 


[Drozd] But unification is also being deterred by eco- 
nomic and political processes in Russia. 


[Grach] I agree that Russia is having problems of its own. 
Will the people withstand this “social overload”? Can 
the government keep people from expressing their dis- 
satisfaction in the most extreme ways? After all, the gap 
between poverty and fabulous wealth is growing wider. 


The processes are even more complex in Ukraine and 
Crimea. The difference is that our economy, unlike the 
Russian one, has not “hit bottom” yet. According to 
official calculations, Ukraine will need 2 billion dollars 
in credit each year in 1994-2003, including 800 million 
just to pay the interest on existing debts. Meanwhile, 
Ukraine is suffering from a “leak” of around 2.5 billion 
dollars each year. This is how our national wealth is 
being spent, and it is not unlimited. Only Russia, on the 
strength of its own natural resources, is capable of 
emerging from the crisis on its own, but even it will have 
an easier time if it acts in close economic and political 
cooperation with other republics. If Russia continues to 
rely only on itself, even under the best possible circum- 
stances it (but not Ukraine) will make positive economic 
advances in 1996-1998. Judging by world experience, 
Russia will not be able to reach the 1985 level until 2017. 
That is the price of the treacherous policy line of 
“reform.” We gave up our own future and the future of 
our children for the sake of the coveted marketplace. 


{Drozd] There has been some speculation that the com- 
munists of Crimea want to separate the autonomous 
region from Ukraine and to make it part of Russia. Is 
this true? 
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{[Grach] Crimea, Ukraine, and Russia represented a 
single economic and geopolitical system for centuries. 
Crimea occupies an exceptionally advantageous geo- 
graphic and military-strategic position. These are the 
reasons for the constant concern about the peninsula on 
the part of the nations including it in the sphere of their 
“vital interests.” They are taking advantage of the fact 
that most of the population of the peninsula is Russian. 
“The isthmus connecting Crimea with Ukraine is quite 
narrow, but the strait separating it from Russia is even 
narrower,” researchers have remarked. Nevertheless, all 
of the discussion of an independent Crimean state is 
highly hypothetical. Today people are discussing several 
options for the peninsula’s future: It could choose 
autonomy within Ukraine or autonomy within Russia, 
become part of some other third nation, or be an 
autonomous republic within a single state, which should, 
according to my conviction and prediction, be estab- 
lished within the geopolitical boundaries of the CIS. 


Is there any need to prove the advantages of the last 
option? Furthermore, these would be advantages for the 
people of Crimea, Ukraine, and Russia. Today Crimea is 
a bone of contention in the relations between the two 
great Slavic states. It should, however, serve as a strong 
link connecting them. 


Meanwhile... 


The Sevastopol gorkom of the Communist Party of 
Crimea (Ukraine) issued an appeal to its fellow citizens. It 
calls the actions of President Yu. Meshkov a coup d’etat 
based on the “Yeltsin scenario.”” The authors of the 
document ask: “Will we inhabitants of Crimea and Sevas- 
topol remain silent, as we remained silent when our rulers 
broke up the USSR and fired on the Russian Soviet 
building?” Then they clarify that “by defending the 
Supreme Soviet, we are defending the Constitution and 
the Soviet Regime....” 


In the same appeal the communists demand the imme- 
diate removal of Meshkov from office and the elimination 
of the presidency in Crimea as “an alien branch of a 
*remote’ bureaucracy” and also call for the resignation of 
the discredited “imported” government of Mr. Saburov 
and early elections to soviets on all levels on a truly 
democratic basis. 


ECONOMIC AFFAIRS 


Money Troubles Threaten Natural Gas Supply 


944K2336A Simferopol KRYMSKAYA PRAVDA 
in Russian 16 Sep 94 p 1 


[Interview with the chief of Krymgaz association 
Vladimir Sinelnik by I. Dyakov under the rubric “Pre- 
paring for Winter’; place and date not given: “Gas Is 
Available If We Can Get the Money”’] 


[Text] Last year, among other things, there was not 
enough natural gas in Crimea. Pressure in gas- 
distribution systems occasionally fell below acceptable 
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levels. At the cost of considerable effort, boiler house 
collectives had managed to keep them operating and 
maintain heat supply to residential buildings at least at 
night time. 


“Will not the coming winter be even worse?” we asked 
the chief of Krymgaz association Vladimir Sinelnik. 


“It may be worse unless we manage to resolve a number 
of urgent problems,” replied Vladimir Vasilyevich. 
“There is no shortage of natural gas, as long as we have 
the money to buy it. And where do we get the money 
considering that we have not received from the Ukrai- 
nian budget 300 billion karbovantsy earmarked to sub- 
sidize the fuel sold to the population? The population 
pays less than the state. Our association owes Cherno- 
morneftegaz approximately 330 billion karbovantsy. 
Kolkhozes, sovkhozes, and some enterprises account for 
30 billion of them; the rest, as I already mentioned, is 
owed by Ukraine. 


[Dyakov] In the years past, Crimea received the blue fuel 
only from Ukraine, which, in turn, to a considerable 
extent bought it from Russia. Has anything changed in 
this system? 


[Sinelnik] Yes, with the establishment of the 
Krymtransgaz joint-stock society, the situation has 
improved. We can buy this fuel independently from 
Orenburggazprom. Transporting it through the Ukrai. 
nian pipeline system, however, costs us somewhat more 
than what Ukraine delivers to us. In the winter we will 
need about 8 million cubic meters of natural gas daily. 
Currently Crimea uses 3-4 million. Of that, more than | 
million cubic meters come from the gas fields operated 
by Chernomorneftegaz. In the winter this association 
will be giving us 2 million cubic meters. The equipment 
they are operating with needs modernization. We should 
take steps toward increasing the production of natural 
gas. But it all boils down to the lack of money. And so far 
it is unclear who will be able to provide it. 


Our gas systems are basically ready for the fall-winter 
season. The Chernomorneftegaz continues pumping the 
blue fuel into the depleted Glebovskiy natural gas field, 
that is, creates some reserves for the cold months. Still, I 
repeat, the main problem is that of nonpayments. This is 
what the Crimean government should concern itself 
with. Otherwise we will all have hard times in the winter. 


Very Serious Cholera Situation in Crimea 


944K2336B Simferopol KRYMSKAYA PRAVDA 
in Russian 16 Sep 94 p 1 


[Interview with Crimea’s chief state sanitary physician 
B.N. Lezhentsev by Ye. Ozeryan; place and date not 
given: “Cholera Rages”’} 


[Text] The epidemiologic situation in Simferopol and 
Simferopol Rayon is extremely grave. As of yesterday 
morning, there were 23 patients confirmed by bacteriolog- 
ical tests to be infected with cholera. 
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“Perhaps this piece of news,” said B.N. Lezhentsev, 
Crimea’s chief state sanitary physician and the chief 
physician of the republic epidemiologic control station, 
“will make Crimea residents realize that each person’s 
health is in his own hands. Because, in order to avoid 
cholera, one has to first and foremost observe the rules of 
personal hygiene, drink only boiled water and milk, and 
so on.” 


[Ozeryan] Boris Nikolayevich, as is known, .a the past 
there were inoculations against cholera. 


{Lezhentsev] This was a very long time ago. They turned 
out to be ineffective, did not give the organism proper 
immunity. The WHO [World Health Organization] does 
not recommend them either. This inoculation is no 
longer done anywhere in the world. 


[Ozeryan] Specialists say that this outbreak of cholera in 
Crimea is unusual. Why? 


[Lezhentsev] The disease proceeds in a difficult and 
uncharacteristic way because, among other reasons, it is 
quite often combined with other intestinal infections. 
We have already found six persons who had symptoms 
untypical of cholera because they had a combination of 
cholera and dysentery or salmonella. 


[Ozeryan] Has the source of cholera been identified? 


[Lezhentsev] Not yet, unfortunately. Scientists suspect 
that there are several, most likely in water. 


{Ozeryan}] Heads of various enterprises call the news- 
paper. They all have the same question—where to get 
chlorine to disinfect the premises. 


{[Lezhentsev] They shoula contact Farmatsiya industrial 
association. To my knowledge, two boxcars of chlorine 
should arrive in Crimea soon. 


[Ozeryan] Various leaflets and recommendations on how 
to prevent cholera infection tell us that the water may be 
slightly acidified by lemon juice or hydrochloric acid. 
The latter alarmed many of our readers. 


[Lezhentsev] At home, only lemon juice or citric acid 
should be used. Dry wine also is recommended. 


West Ukrainian Coal Sector Examined 


944K2292A Lvov ZA VILNU UKRAYINU in Ukrainian 
27 Aug 94 p 2 


[Interview with Stepan Pikula, general director of the 
Ukrzakhidvuhillya Production Association, by Myron 
Sluka, under the rubric “Professional Holidays”; in 
Chervonohrad, date not given: “Why Has the Miner 
Become a Bad Budyonnovite?”’} 


[Text] 


[Sluka] Stepan Fedorovych, how much coal has been 
mined in the Lviv-Volyn Basin since the beginning of 
this year? 
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[Pikula] Some 4.4 million metric tons. 


[Sluka] Not a great deal when compared with earlier 
amounts. 


[Pikula] Yes, but the Ukrzakhidvuhillya [West Ukrai- 
nian Coal] Production Association holds third place in 
the Derzhvuhleprom [State Committee for the Coal 
Industry] with respect to key performance quality indi- 
cators. Thus, many associations in eastern Ukraine are 
now trailing the Galicians in terms of reducing the rate 
of production decline as against 1989. This refutes the 
opportunistic claim that the intense politicization of the 
mining community in the “Banderite” region has alleg- 
edly had a ruinously negative impact on production in 
this area. Obviously, the democratization of a totalitar- 
ianized, exhausted society is a painful process in all 
regions, but we have a chance to be the first to halt the 
destructive processes in the mines, because we realize 
that a strong state means, above all, a strong economy. 


{Sluka] How can this be realized in the shortest possible 
time? 

[Pikula] We submitted proposals to the Supreme Council 
of Ukraine regarding creating legislative guarantees to 
ensure the revival of the basic branches. First and 
foremost, these include a law that would regulate pro- 
duction relations, provide extensive creative opportuni- 
ties to the conscientious engineer and worker, and be 
merciless towards those who violate discipline of any 
kind. It is necessary to keep strengthening the manage- 
ment process, but obviously not by resorting to admin- 
istration by mere decree. Nor can we continue tolerating 
a system of material incentives at state enterprises under 
which the mine’s chief power engineer is in the same skill 
category as a grade-three underground laborer. As far as 
the Ukrzakhidvuhillya Production Association specifi- 
cally is concerned, it is important for us to maintain our 
reserves of workers in the essential professions and our 
highly skilled professionals (they are leaving en masse 
and taking jobs in Russia and Poland), because, after all, 
this crisis is a temporary phenomenon, and Galicia has 
large deposits of quality hard fuel, which will be indis- 
pensable to industry in the Western Region, and not only 
in this region. A significant amount of work is being 
done to build new and expand existing coal enterprises. 
We recently received 30 billion karbovantsi in interest- 
free credit as assistance from the Derzhvuhleprom, and 
we intend to use this money for material and technical 
supply, which is in an extremely poor state. Our relations 
with fuel consumers have also changed: We always used 
to complain that they owe us money, but now they have 
paid us 50 billion karbovantsi in advance to enable the 
miners to ship them coal. In order to improve its 
financial state, the association has completed plans to 
simplify the administration of the mine inventory to 
enable the extraction of reserves at a number of coal 
enterprises. In other words, we combined mines that 
were barely making it with stronger neighboring mines, 
while overcoming the psychological resistance on the 
part of collectives to this measure. 
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{Sluka] Mr. Pikula, on the eve of the miners’ professional 
holiday, let us consider some other matters. For 
example, has the political character, the mentality, of the 
mining community changed in the last five years—that 
is, following their action of taking to the streets for the 
first time, after which they tore down the Lenin monu- 
ments in Chervonohrad, Novovolynsk, and Sosnivka? 


[Pikula] The miners remain what they were. That is, as 
far as their convictions are concerned. I am referring to 
those who personify the labor core of the basin. As to 
those who favor the kind of activism that consists mostly 
of loud talk and meetings—they are another matter. This 
group is losing ground as its members succumb to ever 
new slogans issued by their “leaders.’’ Moreover, these 
“leaders” have now changed about four times, I think. 
Generally speaking, this is not so terrible; this is the 
residue from the establishment of democracy. Although 
given the conditions of impoverishment and inflation, 
some workers may succumb and be taken in by dubious 
slogans. That is the reason for the sporadic protests that 
crop up here and there taking the form of a refusal to go 
down into the mines or attempts to stop production. But 
even if production is stopped. What happens then? We 
have already had this. 


[Sluka] There is an individual employed at the No. | 
Chervonohrad Mine who regards himself as a socialist 
leader, and at the No. 8 mine there is an inveterate 
communist. Is it not possible that one fine day at a 
meeting of the city committee bureau for cadre affairs 
these comrades, sitting at the head table, will fire you 
from your job as general director for betraying Lenin’s 
ideals? 


[Pikula] This will never happen. At least not in Galicia, 
where the CPSU has revealed itself in all its splendor. In 
Ukraine? Perhaps there might be something resembling 
a “Red” renaissance at the center, but it will be short- 
lived and will never get as far as totalitarianism. Because 
then Ukraine would have to annex a piece of Siberia in 
which to build new concentration camps. Russia will 
never allow this, because Russia itself, or at least its 
progressive forces, do not want a communist regime. 
And so the notion of such a dismissal is piquant, but it 
will not happen to me. However, I, like many other 
directors in the basic branches, want to build a purely 
Ukrainian economy and not one that is dependent on 
and subordinate to, let us say, Russia. That is why I find 
alarming the attempts of certain circles within the gov- 
ernment and among the people surrounding the presi- 
dent to orient our country’s economic relations exclu- 
sively eastward, rejecting ties with Western countries. 
This will mean losing our statehood. 


[Sluka] As you enter Chervonohrad, you see a huge 
statue of a miner. The monument is skillfully executed, 
but it symbolizes toughness and strength. Is it possible 
that miners are that uniform—that is to say, that repul- 
sive? Physical strength for exhausting work and health 
for drinking? 
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{Pikula] Of course, they are not all alike! It is just that the 
image of the miner was always modeled on the Soviet 
Budyonnovite or Chekist. This is a socialist stereotype, 
moreover a distorted stereotype. You know, I deal with 
people of different ages and professional skills. The last 
few years, the years of living in our own Ukrainian state, 
have not been easy for anyone. Moreover, crime is on the 
rise, some people are growing angry, disillusioned. Yet 
despite all this I find that the labor force is acquiring new 
spiritual values consistent with age-old Christian tradi- 
tions. For example, the miners at the No. 6 Velykomos- 
tivska Mine worked several additional shifts to earn 
extra money to buy expensive medications for an ill 
colleague who is also a miner. Here is another example: 
The coal mining crew headed by Stetsyk in our associa- 
tion is composed of hot-headed, egotistical lads who 
cause trouble for the management. Yet, it was this crew 
that, upon learning that the mine had no funds for 
buying all the equipment needed to ensure normal 
mining of the coalface, agreed to continue working in 
indescribably difficult conditions. I was pleasantly sur- 
prised by Khabal. He was a supervisor at the No. 8 
Velykomostivska Mine whose conduct was what one 
might describe as not very considerate. He retired right 
at the time of the collapse of the socialist system. Today, 
he has devoted himself to the construction of the Greek 
Catholic church in the village of Sosnivka. 


No, the miner always was, is, and will be a decent person. 
Only each of us takes our own path to spiritual perfec- 
tion. In an independent state, this path is obviously 
much shorter. 


Donetsk Foodstuff Prices on Rise 
944K2364A Donetsk DONBASS in Russian 20 Sep 94 
pl 


{Report by Irina Gruzina, leading economist of the 
oblast statistical administration’s registration and price 
index calculation department, under the rubric “What, 
Where, and How Much?”: “To the Store or to the 
Market?’’] 


[Text] Prices for many foodstuffs in state and coopera- 
tive trade have begun to rise again. 


Over the past 10 days prices have gone up somewhat for 
dried fruit, the highest grade wheat flour, sugar, garlic, 
vegetable oil, salted pork, rye bread, vermicelli made of 
the highest grade flour, apples, eggs, herring, live fish, 
and rice. 


Seasonal prices for vegetables continue to decline. Prices 
for wheat bread, cereals, sausages, milk products, cheese, 
cream butter, and confectionery items have practically 
remained at the level of the last 10 days or have changed 
insignificantly. 


Food prices vary considerably among different cities and 
rayons in the oblast. For instance, on the day of regis- 
tration a kilogram of rye bread in Shakhterskiy Rayon 
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cost 3,188 karbovantsy, and in Avdeyevka—5,375 kar- 
bovantsy. The lowest price for vermicelli made of the 
highest grade flour was registered in Aleksandrovskiy 
Rayon—6,000 karbovantsy, and the highest in Seli- 
dovo—18,750 karbovantsy. Prices for semolina cereal 
ranged between 4,350 karbovantsy per kg in Yasino- 
vataya to 17,600 karbovantsy in Novoazovskiy Rayon. A 
kilogram of chicken cost 40,000 karbovantsy in Ugledar 
and 85,000 karbovantsy in Makeyevka. 


Over the past 10 days there has been an increase in the 
number of cities and rayons where beef, butter, vegetable 
oil, milk, sour cream, eggs, vermicelli, potatoes, bread, 
cottage cheese, and hard cheese were available for sale 
without restrictions. 


It is still difficult to find in the stores dried fruit (not 
available for sale in the stores of 44 of the 45 monitored 
cities and rayons in the oblast), live fish, pork, rye bread, 
low-fat cottage cheese, cucumber, salted pork, frozen 
fish, oatmeal cookies, apples, chicken, etc. 


Not a single one among the surveyed cities and rayons 
had the full 40-item assortment of monitored goods 
available for sale. The most extensive assortment of 
goods was registered in Donetsk and Mariupol—35 
items. 


At farmers markets food prices also rose insignificantly. 
Over 10 days there was an increase in prices for beets— 
by 16.1 percent, vegetable oil—by 13.2 percent, apples— 
by 9 percent, eggs—by 6.2 percent, sour cream—by 4.6 
percent, and garlic—by 4.2 percent. Prices for potatoes, 
cabbage, tomatoes, cucumbers, carrots, and onions 
declined by 4 to 33.3 percent. Farmers market prices are 
still considerably higher than those in state stores. 


The rate of price increases with respect to nonfood 
consumer items declined over 10 days. For most sur- 
veyed goods, prices rose by 0.3 to 2.6 percent. 


Report on Currency Exchange Market Activity 


944K2364B Donetsk DONBASS in Russian 20 Sep 94 
pl 


[Report by FBR weekly correspondents Maksim 
Ovechkin and Vitaliy Baz, special for DONBASS news- 
paper: “Foreign Currency Market News’’] 


[Text] We offer our reader the regular (fifth) specialized 
review of the foreign currency market in Ukraine. 


The past week confirmed our guess regarding the tem- 
porary nature of the pause in the free-fall decline of the 
karbovanets exchange rate. The elapsed period did not 
bring any surprises—the exchange rate of hard curren- 
cies continued to rise as steadily as a week ago, 
increasing by 200-300 karbovantsy a day. 


On 15 September at currency exchange offices in 
Donetsk the buying price of the U.S. dollar was 55,000 
karbovantsy and the selling price—56,400 karbovantsy. 
The mark [DM] was trading at 33,000 and 34,000 
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karbovantsy, respectively. The rise in the value of the 
Russian ruble slowed down. While a week ago it 
increased by | karbovanets, this past week it increased 
by only 0.40 karbovanets (buying at 23.4 karbovantsy 
and selling at 24.4 karbovantsy). 


At currency exchange offices in Lugansk the following 
rates were registered: buying: $—54,000 karbovantsy, 
DM—30,200 karbovantsy, and R—24.60 karbovantsy; 
selling: $—56,600 karbovantsy, DM—37,000 karbo- 
vantsy, and R—24 karbovantsy. 


The AB Profit company remains the leader with the 
highest exchange rate offered in buying hard currencies 
(55,800 karbovantsy/$, 34,500 karbovantsy/DM). The 
highest rate in buying Russian rubles was offered by the 
following banks: Prominvestbank, Sberbank, Mashbank, 
and Pomoshch company. 


The lowest selling rate for the dollar was 54,800 karbo- 
vantsy (Ukrsotsbank), the mark—32,800 karbovantsy 
(Prominvestbank and First Ukrainian International 
Bank), and the ruble—23.50 karbovantsy (First Ukrai- 
nian International Bank). 


In keeping with the president of Ukraine’s edict, the 
official exchange rate is trying to catch up with the 
commercial one and is rising at the same pace. As of 14 
September 1994 it stood at 24,000 karbovantsy per 
dollar, 15,470 karbovantsy per mark, and 10.70 karbo- 
vantsy per ruble. 


At the specialized NBU [National Bank of Ukraine] 
auction the rate stabilized at the following value: DM1— 
26,800 karbovantsy (increased by 1,200 karbovantsy); 
$1—43,500 karbovantsy (increased by 1,900 karbo- 
vantsy); and RI—21.80 karbovantsy (increased by 0.80 
karbovantsy). 


In short-term money market trading, 550 billion karbo- 
vantsy were put up for sale, of which 44 billion were sold. 
The average seller buying rate was 103 percent, and 
buyer rate—100 percent. The average term of credit—10 
days. 


The rate of Ukrainian karbovanets in relation to the 
Russian ruble, set by the Central Bank of Russia, did not 
change and remained at the 100 karbovantsy to R3.8 
mark (26.3 karbovantsy to R1). 


This material was made available by the regional weekly 
FINANSY. BIZNES. REKLAMA. 


Minister on Machinebuilding, Conversion Issues 
94UM0563A Kiev URYADOVYY KURYER 
in Ukrainian 9 Aug 94 p § 


[Interview with Minister of Machine Building, the Mil- 
itary-Industrial Complex and Conversion Viktor Petrov 
by Yuliya Belova: “Machine Building: Under the Weight 
of Problems”’} 
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[Text] Machine building is a sector whose products signify 
a great deal to the Ukrainian economy. It is a two- 
million-strong army of production workers at 1,636 enter- 
prises and scientific institutes today. The problems of the 
sector are not of a narrow, specialized nature, but rather 
are typical of the state of the entire national economy of 
Ukraine today. That was indeed the topic of discussion 
between our correspondent and Viktor Petrov, minister of 
machine building, the military-industrial complex [VPK] 
and conversion. 


[Belova] The main causes of the crisis situation today 
include the sharp reduction in effective demand for 
products, which has become especially noticeable after 
the December total rise in prices for power carriers. 
Whereas in 1992-93 the sector was effectively main- 
taining production at the same level and, despite the 
uncontrolled rush to conversion, was replacing produc- 
tion volumes of military products with consumer goods 
nonetheless, we have had a 50-percent drop in produc- 
tion over the first half of this year. 


[Petrov] We have several trillion worth of agricultural 
equipment sitting in our warehouses because the enter- 
prises of other sectors, lacking sufficient working capital, 
and consumers cannot buy our products. One cannot 
assert that they do not need all of this. Demand has 
dropped for complex domestic appliances, microelec- 
tronics, automobiles, televisions and tape recorders, 
because at today’s wage levels people are not able to buy 
those products. 


The first thing that requires review is tax policy. We 
often talk about the tax squeeze today. But simply asking 
for a reduction in taxes... We should produce some 
concrete plan, and show that overall turnover could be 
raised by reducing certain factors. We already have some 
experience of this sort. One example 1s the Zaporizhzhya 
Motor Works, where the sale of automobiles had virtu- 
ally halted owing to the excessively high excise taxes. A 
reduction in taxes, and also the fact that the association 
itself found opportunities to reduce costs, effected a 
reduction in the prices of automobiles; as a result, their 
sales increased, and thus so did payments to the budget. 


Second is currency regulation. We are rejecting the 
coarse, simplistic approach to the problem, where they 
say that the exchange rate of the karbovanets to the 
dollar must be at the level of 45,000 karbovantsi. That ts 
not, in any case, the rate at which genuine interaction 
takes place, but rather a purely speculative rate that is 
formulated for a very narrow list of goods. I often use the 
phrase of an American businessman, who said that the 
currency exchange rate of a nation such as Ukraine 
should not be based on chewing gum. We should not, 
however, permit some other extreme therein—such as 
when the rate was 12,610 karbovantsi to the U.S. dollar 
for several months. The maintenance of that rate led to 
considerable losses. Exports became unprofitable. The 
populist law with the deadline for the return of currency 
receipts within 30 days, and the powerful economic 
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sanctions that were imposed after that, eliminated from 
enterprises the desire to engage in exports. This policy is 
exceptionally flexible around the world (monitoring of 
the return of currency receipts doubtless exists). It is a 
serious issue, since if it is simply not profitable for 
Ukrainian enterprises to engage in exports and markets, 
then the threat exists of the loss of foreign markets. Once 
having lost a market, it is very difficult to win it back 
later. 


Third, the maintenance of an enormous social sphere. 
We have enterprises in small cities that fuel, treat and 
educate virtually the entire city or a considerable portion 
of it. That is an unbearable burden today. A corre- 
sponding edict of the president exists that pertains to 
transferring a portion of all this to the local authorities. 
The edict is not being fulfilled, however, since there is no 
mechanism with which to do it. The social sphere could 
be placed under the jurisdiction of the local authorities, 
slightly altering tax policy. This burden must be fairly 
shared, however. 


A fee for gas in hard currency has been imposed on the 
enterprises in our ministry and Minprom [Ministry of 
Industry]. It is not enough that we are to pay a price for 
gas that crosses the border, we are charged almost 
another | 5 dollars as payment for transit, some mythical 
difference that should go to the budget. This is just the 
sort of case where a kopeck comes in and then ten go out, 
because this artificially raises the price for all of our 
products. Currency could be in short supply, and we are 
forced to purchase it at auctions, but we have the right to 
include it in our cost only at the National Bank exchange 
rate. 


There was a time when the profits of enterprises went for 
the maintenance of the social sphere, for technical devel- 
opment, and not to cover taxes. Today the enterprises 
are forced to spend furious amounts of money for the 
upkeep of the social sphere, and then pay a tax of 22 
percent. 


We realize that we do not have the right to speak, since 
all of the causes of this situation lie outside our sector. 
We need to perform a clear-cut analysis of what could be 
done, and what not. 


Objective reasons exist for the fact that overhead expen- 
ditures have gone up sharply, but there are enterprises 
that are holding them at the level of several hundred 
percent, and others that have crossed the 2,000—3,000 
line. Not everything has yet been done for the econom- 
ical utilization of power resources. The maintenance of 
an excessive quantity of workers continues, and this is 
reflected in the price of the products. And it is true when 
we say that effective demand had dropped, but there 
exists the opportunity to cut prices as well by reducing 
expenditures and increasing efficiency. 


The regional utilization of the state capital investments 
that are allocated to the sector—rather than “‘scattering”’ 
them among hundreds of enterprises—is important, as is 
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the determination of priority areas. Increasing exports 
has to be a priority, since Ukraine can exist normally as 
a nation only when it has large export income. 


We should also talk about the necessity of putting an end 
to the mindset of social dependence. Some collectives 
are working in more or less stable fashion, while others 
confine themselves to complaints against the state. 


There was a very serious discussion at the congress about 
the radical structural restructuring of the sector. The 
leaders among our markets have traditionally been, and 
will remain, Russia and the other CIS countries. Those 
countries, however, are today actively pursuing a policy 
of assimilating those products that we have been sup- 
plying to them. How will we be able to compete in those 
markets today, the more so as our power carriers are 
being sold at prices that are significantly higher than the 
prices within Russia? Only by increasing the efficiency of 
our production. 


lam convinced (as are many specialists at the ministry), 
in the same way, that we will achieve nothing if we do 
not put an end to the self-contained production cycle. 
This leads to a substantial increase in product cost. We 
thus intend to reorganize it in serious fashion. I have in 
mind the creation of holding companies and financial- 
industrial groups, the greater specialization of enter- 
prises and, on that basis, an increase in cooperative 
supply among enterprises. 


[Belova] Is a reorganization of the enterprises in the 
sector taking place? 


[Petrov] There is virtually no reorganization occurring, 
although that is a very important issue. We have, after 
all, a large quantity of unique enterprises. The economic 
difficulties in Ukraine and in Russia have reduced the 
number of orders sharply. But we do not have the right to 
squander accumulated potential, since it is not known 
how we will restore it later; the process, that is, 1s forced. 
The situation 1s hampered by the lack of funds. But I 
think that if the available funds are distributed correctly 
and a strict regimen of economy is imposed, and the 
funds are directed only toward solving the necessary 
problems, then they can be found. 


[Belova] We were saying that there is a rush to conver- 
sion, which has caused more harm than good. What 
lessons have we drawn from that? 


[Petrov] Any unsupervised process -and the rush to 
conversion 1s one such process—cannot have any posi- 
tive consequences. There exists a threat of the loss of 
what we have, and | do not know when we will be able to 
restore it, but the Supreme Soviet has adopted the 
military doctrine of Ukraine. We need to specify and 
define today how many products, and of what type, we 
should be putting out. 


[Belova] Sector science ts in a grave state today. How do 
you plan to support it? 
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[Petrov] We will certainly be unable to get by without the 
development of sector science (40 percent of the scien- 
tific potential of all of Ukraine is concentrated in the 
sector), The ministry has devised a clear-cut stance—we 
cannot permit the elimination of the base of the scien- 
tific organizations. How did it used to be? A plant, and a 
design bureau or institute with it; today many plants are 
planning to “evict” science, and leave themselves with 
the facilities in which the scientific institutions were 
accommodated. 


[Belova] I think the problem of cadre personnel requires 
immediate resolution today, since a considerable 
number of highly skilled specialists are working in the 
sector who are receiving wages that do not correspond 
either to their qualifications or to their experience. 


[Petrov] I can illustrate this with numbers. Machine 
building was in eighth place among the sectors of the 
national economy of Ukraine in average wages in 1991, 
and today it is 25th. Our misfortune is that we are at the 
end of a technological chain, and the monopoly enter- 
prises that stand at the beginning of it—the extraction 
sector, power engineering—are unfortunately dictating 
their own terms. We cannot do that. A clear-cut state 
policy is required in this regard. 


The problem of regulatory mechanism and the problem 
of paying the general professions arise here. The high 
wages in some sectors testify not to the efficiency of their 
operations, but rather to their monopoly positions. That 
is even though we are in no way saying that we must 
demand that wages be lowered 1n those sectors; I do not 
think they are very high. 


[Belova] The discussion during the meeting of represen- 
tatives of the sector with government officials concerned 
the reorientation of state orders for the sector... 


[Petrov] The state order is pretty much a fiction using 
the technique that was drawn up in 1993. We are 
convinced that we must move away from this double 
accounting in 1995. The size of the state order should 
correspond to the financial capabilities of the state, as 
well as be a full guarantee of its timely payment. 


Kherson Oblast Chief on Economic Situation 
944K2288 Kiev URYADOVYY KURYER in Ukrainian 
23 Aug 94 p 4 


[Article by Vitaliy Mykhaylovych Zholobov under the 
rubric “From the First Person’: ‘“Opportunities for 
Prosperity Exist. It is a Matter of Utilizing Them’”’} 


[Text] Vitaliy Mykhaylovych Zholobov was born in the 
Kherson area in 1937. He completed the mechanical 
department of the Institute of Oil and Gas in the field of 
electrical engineer. He made a flight on the Soyuz- 
21/Salyut-5 space system in 1976. He is a piot and 
cosmonaut of the USSR and Hero of the Soviet Union. 


UKRAINE 


nm 
nm 


He was deputy general director of Kiev’s Mayak Scien- 
tific-Production Association starting in 1983. He was a 
participant in cleaning up the consequences of the acci- 
dent at the Chornobyl nuclear power plant. He has been 
head of the air and space geology and geodesy department 
of the Skills Enhancement Institute of the Ministry of 
Geology since 1990. 


He is an academician and active member of the Trans- 
portation Academy of Ukraine. He was elected chairman 
of the Kherson Oblast Soviet of People’s Deputies in this 
year’s elections. 


I was born in the Kherson area, and I am not indifferent 
to the fate of this very rich area and its work-loving 
people. I have long tracked the development of events in 
the oblast, studied its potential and am acquainted with 
many natives of Kherson who are growing their grain, 
building ships and combines and producing various 
types of useful products, erecting housing, studying and 
treating people under difficult conditions. They are 
trying to mitigate the ruinous consequences of the 
overall crisis through joint efforts. When a real opportu- 
nity arose to assist my countrymen, I thus resolved to be 
on the ballot for the position of chairman of the oblast 
soviet. 


In assuming these difficult duties, I said to my voters 
that a way out of the crisis situation in the oblast does 
exist. It arose out of the great potential of our area. That 
is even though the numbers testify to the truly troubling 
situation that has taken shape in the base sectors. I 
would, however, direct attention to the paradoxical fact 
that the market for goods is not saturated and the 
enterprises are decreasing production, on the one hand, 
and that there are whole piles of goods backed up in the 
warehouses. Task number one is to get out of this dead 
end and get positive processes going. 


There are quite a few collectives in Kherson where they 
are making the correct choice and getting out of the 
situation through their own efforts. The executives of the 
Novokakhovskyy Plant for Metallic Structural Elements 
for Hydraulic Engineering, the Zhovten Plant, and the 
Kherson Promin mechanical research enterprise, dis- 
playing enterprise and an ability to find non-standard 
solutions, are increasing their production volumes bit by 
bit. Such collectives will certainly have the support of the 
authorities. 


We do indeed have a concrete program for getting the 
oblast out of the crisis. It includes the step-by-step 
stabilization of the situation and measures to restore 
production volumes, with its simultaneous re- 
orientation toward products that enjoy demand. Such 
are the strict demands of the market, and there 1s no way 
to get away from them. 


The pace of reform and the development of the market 
infrastructure and enterprise, not incidentally, are of 
principal significance today. More than 5,000 small 
enterprises have been created in the oblast, along with 
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more than 3,000 private farms, 160 joint-stock compa- 
nies and 189 privatized enterprises. Their share is almost 
20 percent of production volumes, but the pace of 
reform is unfortunately substantially lagging the projec- 
tions of the state program. Bear in mind that 111 
facilities, or just 9.7 percent of the annual target, have 
been privatized since the start of the year. 


The reason for that, in my opinion, is incomplete legis- 
lation and the lack of differentiated taxation and credit 
for goods producers. The activity of investment funds, 
trust companies and other non-state intermediaries in 
this very important natter should also be made more 
active in order to accelerate the process of privatization. 
A broad campaign of elucidation is needed among the 
population, which in some places still does not know 
what to do with their privatization vouchers. 


The “rural question” nonetheless remains the dominant 
one in our stabilization program. The oblast is agrarian, 
after all, and that says it all. Quite a few problems have 
accumulated in the countryside of late, for well-known 
reasons. The production of agricultural products is 
declining, the fixed capital, hardware and equipment are 
not being renewed, and the development of the social 
sphere is being hindered. 


The sale of livestock and poultry, for example, decreased 
by almost 2.5 times over the first half of the year 
compared to the prior year, as did eggs by 40 percent, 
milk by |! percent and wool by five times. 


Bear in mind that the farms in Kherson Oblast have not 
been able to acquire a single new combine or other 
necessary equipment for three years. 


This situation, as we see, requires immediate and deci- 
sive action. We must move from slogans about helping 
the country to concrete affairs. Pay the appropriate 
prices for products in a timely manner, arrange normal 
credit and provide the goods producers with everything 
they need. Well-considered tax, customs and financial 
policies that would provide an incentive to producers are 
also urgently required. And then, believe me, the coun- 
tryside will be able to manage using its own resources, 
and will not be relying on benefactors. There is the hope, 
true, that the problems of the countryside will be 
resolved more quickly after the visit of President of 
Ukraine L. Kuchma to Kherson. He had an opportunity 
to see with his own eyes, after all, the catastrophic state 
of affairs. The President promised, in any case, to be 
occupied directly with the resolution of issues of the 
agro-industrial complex. 


Such is the reality. But we should realize that we have to 
solve all of these problems ourselves. Our oblast 1s 
agrarian and has always been subsidized, which cannot 
fail to leave a unique kind of consumerist imprint on the 
entire economy and the financial situation. We should 
also move, first and foremost, beyond the stage of the 
stereotype of the farmer with an outstretched hand. The 
new conditions require the corresponding cadre poten- 
tial. 
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We are planning to enlist on our “team” people who are 
capable of non-standard thinking, original solutions and 
the appropriate attitude toward matters. We are devising 
an executive structure to fulfill the edicts of the President 
of Ukraine, in which a place will be found for many 
specialists of the new type. We are also utilizing the 
employees of the apparatus of the former soviet and state 
administrations who are able to operate at the level of 
modern requirements. A competitive commission has 
been created to pursue that work, and it will submit the 
corresponding proposals. 


I would emphasize once again that fresh forces that 
would be working for the people are required. 


The urgency of social protections for the people has also 
not abated. We are bringing the oblast and rayon pro- 
grams of social protection for the population into con- 
formity with the realities of the present day. We are 
preserving the network of medical and social assistance 
and cultural and educational institutions therein. The 
completion of construction on the oncological dispen- 
Sary 1s urgently necessary, favorable credit terms must be 
obtained for the Farmatsiya Production Association, the 
educational institutions must be prepared for the new 
school year etc. The problem of how to maintain free 
meals for pupils in the younger classes, professional and 
technical schools and free passage for students has 
become acute once again. 


A review of the conceptual framework for the develop- 
ment of such socially important spheres as education and 
medicine in the oblast is also pressing. It has already 
been understood today that society is risking their 
destruction without a fundamental change in priorities 


The completion of capital repairs to the oblast music and 
drama theater, the oblast Cultural Hall, art and regional- 
studies museums, the music school etc. 1s also on the 
agenda. 


A unique industrial structure has been created in the 
oblast that produces ships and combines, electric motors 
and pumps, cloth and spare parts, footwear and furni- 
ture, complex electrical appliances and food. We also 
have six maritime and river ports and port locations. 
Not every region has access to the world’s oceans and 
such port facilities. But all of this 1s being utilized in a 
very inefficient manner. 


Another example. We are producing fruit and vegetable 
products that have accumulated in an amount of almost 
40 billion karbovantsi. They find no market here, but the 
people in Siberia need them badly. They could be used to 
pay for oil, gas or timber, and that would resolve our 
problems to a considerable extent. 


I would like to emphasize, that is, that our area has 
exceptional opportunities for future prosperity. It 1s only 
a matter of taking advantage of that potential effectively, 
and directing the results of the rebuilding work to the 
benefit of the inhabitants of the oblast. 
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Poltava Oblast Chief on Economic Concerns 


944K2287 Kiev DEMOKRATYCHNA UKRAYINA 
in Ukrainian 23 Aug 94 p 1 


{Interview with Chairman of the Poltava Oblast Soviet 
Mykola Ivanovych Zaludyak by Lyudmyla Tatarynova: 
“Fortune is With Us. And We Are Not Crazy”’] 


[Text] Everything is in full swing. Our passions, the 
formation of the power of the state and the local areas, our 
hopes. And, first and foremost, a genuine duel with nature 
for our daily bread. These are the main concerns of the 
newly elected authorities in Poltava. Our discussion with 
oblast soviet Chairman Mykola Ivanovych Zaludyak 
began with that as well. 


[M.I. Zaludyak] It is a sin to complain—fortune has been 
on our side this year. Even the whims of the weather 
have had essentially no effect on the work or the endur- 
ance of the peasants. They have held up despite the 
shortages of fuel, lubricants, spare parts and hardware. 
The grain is flowing in a golden stream. More than two 
million tonnes of grain have been obtained so far. Wheat 
is coming in at an average of 35.7 quintals, and early 
grains overall at 34.2 quintals. Obzhynyky-94 in Khorol- 
skyy Rayon, where they threshed 38.7 quintals of grain 
per hectare, celebrated for days on end. The numbers 
testify more eloquently than words to the tireless work of 
the peasants. So let us present the readers with a series of 
figures, even in an excited tone. I cannot speak otherwise 
of the results of the selfless work of the peasants. One 
wants to bow down to them. It is simply shameful for us 
that such people live scarcely out of poverty. I have done 
and will do everything that depends on me, having 
embraced the post of chairman of the oblast soviet, to get 
out of the grip of the economic, social and even moral 
crisis. 

[L. Tatarynova] We join you in congratulating the Pol- 
tava growers. We share your sentiments. But it seems as 
if life today is not tuned to such an optimistic key. The 
change of power in the state and in the local areas has 
brought new problems. 


[M.I. Zaludyak] This is only to say that you should not 
changes horses in midstream. We have all-round 
changes. Try and find the time to adapt yourself... As 
regards these latter, I favor them. The diarchy we expe- 
rienced had reached an absurd point. The administra- 
tion, the Soviet... Each pulled the blanket of power onto 
itself. That brought no authority at all, neither to the 
former individuals nor to the apparatus of the adminis- 
trations and soviets. 


The region was somehow entrusted with this. The power 
structure has been defined. But... A law on authority, a 
vertical power structure, is still lacking. When will we get 
one? We are waiting. But time is against us. What needs 
to be done must be defined, after all. 


That is first; second, there is a certain question in the 
constant changes of leadership. One out of two, far from 
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the work in both the soviets and the administrations, 
won out in the cities and rayons of the oblast. Are they 
ready to pull the cart of public work and economic 
transformations? Not very likely... 


The first session of the oblast soviet was held. Its 
supervisory and executive composition was formulated, 
and the commissions were approved. Everything was 
seemingly all thought out. Time will tell whether that is 
correct. A unified secretariat, for example, was formed 
for the soviet and the executive committee. That is more 
expedient, we feel. That structure will hold up in the 
future as well. We are restoring the old structures—the 
administrations for trade, public catering and everyday 
life. Many follies, it seems, were committed without 
them. 


[L. Tatarynova] So the expression “forward—back”’ is 
not groundless for us? 


{[M.I. Zaludyak] Why so? There is no need to duck the 
fact that political opportunism justified itself as much as 
you please in the past. Let it live if there is something to 
gain from it. Time will tell about the new forms of work. 


{[L. Tatarynova] And will suggest them? 


[M.I. Zaludyak] Very much so! The stabilization fund 
helped us a great deal in solving problems in the 
economy and in the social sphere for a while. Enterprises 
were deducting five percent of their products to it. We 
exchanged them for what was needed in the countries of 
the near and far abroad. But the “‘barter’’ approach, so to 
speak, payment in kind, has now outlived itself, room for 
it is narrowing. Last year we were able to earn just 20 
billion karbovantsi that way. The oblast, however, needs 
to have at least 100 billion. We have 930,000 retirees 
alone. And assistance for those who are poorly off, the 
social sphere, hospitals, kindergartens? Where to get the 
money? 


We have not, frankly speaking, mastered the drawing up 
of budgets. It is being planned from the top down once 
again. The crumbs are left for us. 


[L. Tatarynova] More concretely? 


[M.I. Zaludyak] I would point out, first of all, that 
Poltava Oblast gets by without any subsidies. The overall 
amount of the taxes received by the region was 5.015 
trillion karbovantsi over the first five months of the year. 
Some 56 percent of those were paid to the state budget. 
We feel that that is too much. At least 60—65 percent 
should remain, in my opinion, with the rest going for the 
needs of the state. 


So we are forced to earn the money ourselves. How? We 
decided to create an economically accountable group 
under the Main Administration for the Economy and the 
Market. It has to be engaged in business—selling the 
products that are manufactured in the oblast. The money 
naturally goes to the budgetary allocation. 
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58 UKRAINE 


[L. Tatarynova] The new oblast soviet is beginning its 
activity at less than the best of times for the oblast and 
the country as a whole. Enterprises are standing idle, 
products are being rationed, and people are out of work. 
What do you see as the way out of the economic crisis in 
the near future? 


{[M.I. Zaludyak] The restoration and development of 
new economic ties, first and foremost with all of the 
countries of the CIS. The industrial potential of the 
oblast, one of the mightiest in Ukraine, allows us to do 
that. We have enterprises whose products are known far 
across the borders of Ukraine. It is also not surprising 
that the oblast is 5th or 6th in the nation in its export 
potential. So why not utilize that? And we are doing 
so—we have ties with all of the CIS nations and 35 
countries of the distant abroad. The Poltava area has a 
positive net balance of foreign trade. But we are not 
stopping there: we are setting up direct ties with neigh- 
boring oblasts in Russia. We are constantly exchanging 
prestigious delegations with Tula Oblast, for example. 
Correspondence ties have been opened by our banks in 
Tula, and by theirs in Poltava, as a result. There are 
many prospects for collaboration in such realms as 
machine building, machine tools and instrument 
building. 


{L. Tatarynova] And what about the prospects for col- 
laboration with the distant abroad? 


{M.1. Zaludyak] There are close to 50 joint ventures with 
foreign investments functioning in the oblast today. The 
total amount ts 13.6 million dollars. The largest invest- 
ments, in the form of modern process equipment for the 
refitting of enterprises in the Poltava area and the output 
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of market-competitive products, come from the interna- 
tional holding companies of 1X from Great Britain with 
the joint-stock company Demiteks, city of Poltava, and 
the firm of R.J.R. Nabisco and Co. from Cyprus in the 
joint-stock company R.J. Reynolds Tobacco- 
Kremenchuk. The largest investments in monetary terms 
are being made by the English firm of J.P. Kenney 
Exploration and Production Ltd. in the joint Ukrainian- 
British venture Poltava Gas and Oil Company etc. 


The geography of the origins of the investments is very 
broad—England, Bulgaria, Hungary, Russia, Poland, 
Jordan, France, Germany etc. Foreign investors, how- 
ever, taking into account the situation in Ukraine, are 
still not venturing to make significant investments in the 
economy of our nation and oblast, with investments of 
10,000 to 50,000 dollars predominating and going, as a 
rule, to small enterprises, most of which are not in the 
production sphere. There is unfortunately too little 
investment in agriculture and the processing sectors. 


[L. Tatarynova] Mykola Ivanovych, we began our narra- 
tive on affairs in agricultural production in a major key. 
Is it really like that? 


[M.I. Zaludyak] Would that it were... We are concluding 
the harvest, thanks to the cloudless skies, with minimal 
losses. But we would have even more thanks for the skies 
if they were to give us rain now. The drought 1s 
destroying the corn, vegetables and beet plantations... 
The fate of the future harvest is threatened. 


But the people are patient optimists, and are seemingly 
placing their last hopes on changes for the better. And we 
simply have no right to fail to consider that. 
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BELARUS 


Lukashenka Statements Cause Confusion 


944F1475A Moscow NEZAVISIMAYA GAZETA 
in Russian I Sep 94 p 3 


{Article by Yuras Karmanov: “The Main Question: 
Where and With Whom? The President’s Interview on 
Russian Television Has Sown Confusion in the Republic 
Corridors of Power’’] 


[Text] Under the conditions of the absence of a strategic 
program of the development of Belarus approved by the 
Supreme Soviet, the republic is living by the emotional 
outbursts of the newly elected president, the latest of 
which was the television interview that Lukashenka 
granted the Russian ““Moment of Truth” program. It will 
be shown to the Russian television audience next week, 
Belarusians, however, could have seen an unedited ver- 
sion on republic television last week. Such emotional 
fervor, which introduced the ‘atest confusion to the 
placement of accents on Belarus’ political Olympus, was 
expected from Lukashenka by neither his present asso- 
ciates nor his adversaries nor, which is most amusing, 
the program’s anchor, Andrey Karaulov, who was so 
moved by the tears that welled up in Lukashenka’s eyes 
that near the end he branded with shame “the scum that 
are attempting to compare Lukashenka with Vladimir 
Volfovich Zhirinovskiy.”” Lukashenka had resolved, 
without going into details, to refresh in the electors’ 
memory his campaign promises—concerning a fight 
against the mafia, privatization, which was to assume 
popular forms, and so forth. On the basis of the example 
of his previous experience as leader of a sovkhoz, the 
president of Belarus explained to the ‘‘dull-witted 
reformers” that aspire to transfer the land into private 
hands that private farming is bad, calling himself father 
of the nation here. It was not without interest to hear 
from the head of a sovereign state the assurance also that 
80 percent of the people of Belarus support the idea of a 
merger of Russia and Belarus into one state. The recently 
adopted Constitution of Belarus, in accordance with 
which analysts view Lukashenka’s recent statement as 
frankly anticonstitutional, was forgotten here, it is true. 
Lukashenka gave a present for his 40th birthday, which 
he celebrated on 30 August, not only to himself, it seems, 
having simply poured out his heart to Karaulov, who 
appeared in the new line of business of sympathetic 
listener, but also to all those that have been attempting 
continually as of late to outline the policy of the new 
government. Having declared that less than half Gay- 
dar’s program could be borrowed in Belarus, Aleksandr 
Grigoryevich did not, nonetheless, explain by what he 
was guided in his determination of the extent of the 
continuity. We can only guess at the further actions of 
the new cabinet, which is completing the elaboration of 
a program of economic reforms for the extrication of 
Belarus from crisis, which in mid-September is to be 
presented for approval by the board of directors of the 
International Monetary Fund. The statement concerning 
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the noncontinuity of Gaydar’s policy was made at a time, 
what is more, when two vice premiers—Myasnikovich 
and Kokarev—are in Moscow. They are to solve the 
question of the demonopolization of supplies of oil from 
the Roskontrakt to Belarus. 


The foreign policy department of Belarus has found itself 
in an even trickier position. Without a hint of irony 
Lukashenka said that Belarus’ sole friend is its older 
Russian brother, thereby putting in a very interesting 
position Vladimir Sinko, minister of foreign affairs of 
Belarus, who had previously spoken repeatedly of sover- 
eign Belarus’ intention to build good-neighbor relations 
with all neighboring countries. It was this position to 
which Vladimir Sinko adhered during his working visit 
to Bonn last week, where with Klaus Kinkel, leader of 
Germany’s foreign policy department, questions of 
Belarus’ affiliation to NATO’s Partnership for Peace 
program were discussed. The cooperation of the two 
countries’ departments to prevent the illegal transship- 
ment of nuclear materials via Belarus, at which the 
German side is greatly concerned, was raised at the 
meeting also. In exchange for this, sovereign Belarus is to 
receive from Germany support in its desire to join the 
European Community as soon as possible. I would recall 
that during last year’s visit to Belarus of Madame Lalum- 
iere, chairman of the Council for a United Europe, the 
republic was denied a stimulation of actions for its 
speediest integration in Europe on account of the imped- 
iments in the way of democratic transformations and 
also on account of the absence of precise independent 
priorities in development. Now, however, at the meeting 
in Bonn Vladimir Sinko attempted to assure the West 
that there are independent reference points in Belarus’ 
policy, condemning here the previous leadership of the 
Belarusian Ministry of Foreign Affairs for having created 
an incorrect image of Belarus in the world, and hereupon 
requested “assistance from Germany in the building of a 
sovereign, economically stable Belarus.”’ Belarus’ inter- 
national cooperation was discussed also during the visit 
of Prime Minister Mikhail Chigir to Slovakia, where he 
had gone for the celebrations of the 50th anniversary of 
the Slovak uprising. 


Having demonstrated his solidarity in his views on 
Belarus’ foreign policy with Vladimir Sinko, Mikhail 
Chigir was, seemingly, greatly concerned at Lukash- 
enka’s television interview. He announced at a news 
conference following the president’s appearance that 
agreement had been reached with Slovakia on the supply 
to Belarus of 100,000 tonnes of durum wheat in 
exchange for Belarusian commodities, but that Slovakia 
was prepared for a dialogue with Belarus only as an 
equal, sovereign state. This confusion that has been 
introduced to the policy of Belarus will be ended, most 
likely, by the Supreme Soviet session, which will com- 
mence in the latter half of September. It is here that the 
main battles on the question of where and with whom 
are expected. 
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Lukashenko Statements Seen Inconsistent 


944F 15194 Moscow NEZAVISMAYA GAZETA 
in Russian 8 Sep 94 p 3 


[Article by Yu. Karmanov: “President Lukashenko 
Wants Order in Everything, but Is Not Always Consis- 
tent’’] 


[Text] With all of the apparent inconsistency of 
Aleksandr Lukashenko the overall outlines of a presiden- 
tial policy have recently begun to appear, not the least 
feature of which is the craving for orderliness. Some 
familiar means are being selected to satisfy it. The 
president is heard declaring that the program for the 
resolution of the crisis in Belarus must be signed by all 
those who take part in its preparation. At the same time 
each specialist “answers with his head” for the position 
he takes. Also, the program that is prepared must, in one 
way or another, be submitted in September for approval 
by the Board of Directors of the International Monetary 
Fund, which by the way establishes quite rigid condi- 
tions with regard to the “market quality” of such a 
program. 


The heads of state enterprises, associations, organiza- 
tions, and establishments found themselves in an even 
more difficult position. Lukashenko’s decree of | Sep- 
tember proposed that they renegotiate contracts, as indi- 
cated in that document, “for the purpose of raising 
responsibility for results of financial and management 
activity,” which actually could mean a fundamental 
purging of the directorial corps. Let me recall that in the 
opinion of the president of Belarus, it is specifically this 
group of managers that is the principal collective sabo- 
teur of Aleksandr Lukashenko’s campaign pledge: “Place 
all the idle enterprises of Belarus into operation by the 
New Year.” While measures have already been taken 
with regard to the directorial corps, relations between the 
president and local organs of power, which placed many 
obstacles before Lukashenko on his way to the presi- 
dency, remain to be clarified in September. Speaking at 
the State Pedagogical University Lukashenko also 
attempted to inject clarity in the system on the basis of 
which Belarus is formed. Being a historian by education, 
the president promised “to eliminate all nationalism” 
from today’s history textbooks. At the same time in 
response to the shocked reaction of the professors, 
Lukashenko observed: “Do not think that since your 
whiskers are longer than mine, you can do anything.” 
Under provisions of the law on languages that was 
adopted, in accordance with which the Belarus language 
is the state language (the long process involved in tran- 
sition to teaching in it has already begun), Lukashenko 
made the comment that everyone teaches in the lan- 
guages he wants. It is not understandable, in what 
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é 
manner the above statement of the president conforms 
with the idea of creating a national Belarus school system 
evidenced by the appointment of Vasiliy Strazhev as 
Minister of Education, who has repeatedly declared that 
the president supports the idea of creating a national 
school system. 


By the way, Lukashenko’s inconsistency 1s demonstrated 
quite frequently. Aleksandr Feduto, chief of the Admin- 
istration of Sociopolitical Data of the president, is prob- 
ably right in saying that Lukashenko should be judged 
not by his words but by his deeds, which are “directed at 
the preservation of Belarus sovereignty.”’ And, of course, 
“there cannot even be any mention of dictating to the 
press.” It is true that Belarus authorities display a 
traditionally heightened interest in Russian publications. 
On 5 August General Tsepkalo, deputy minister of 
foreign affairs, in an interview with the Interfax agency 
stated that Belarus authorities are concerned with arti- 
cles that have appeared in recent times on the pages of 
NEZAVISIMAYA GAZETA and IZVESTIYA. In 
response to the request of aNEZAVISIMAYA GAZETA 
correspondent to comment on that statement, Genera! 
Tsepkalo declared that there are concrete complaints 
against IZVESTIYA, and at the same time against 
NEZAVISIMAYA GAZETA as well. In his view articles 
in NEZAVISIMAYA GAZETA and IZVESTIYA 
express a tendency to engage in destructive criticism 
Attempts to clarify the criteria for destructive and con- 
structive forms of criticism contained in NEZAVISI- 
MAYA GAZETA materials, did not yield a concrete 
response. 


Such a swift reaction to articles appearing specifically in 
the Russian press is associated by analysts with prepara- 
tions for the trip of Boris Yeltsin and Viktor Cherno- 
myrdin to Minsk when the dissemination of negative 
material on Belarus in Russia 1s most undesirable. Espe- 
cially since the attention of Belarus authorities 1s pres- 
ently directed at Moscow. It was specifically from there 
that a report was received that should Belarus fail to 
repay its debt to the Gazprom joint-stock company, 
which at present amounts to $430 million and 1s growing 
by the month, the delivery of Russian gas to Belarus will 
be discontinued. In this connection a few days ago there 
was an urgent session of the Collegium of the Cabinet of 
Ministers of Belarus and the Security Council tn the 
course of which there was a discussion of different ways 
to fix that crisis. Sources close to the president indicated 
that most likely the situation will be resolved by the 
introduction of a limit on the consumption of Russian 
gas with the establishment of a market price for it later 
If that happens, after the rise in prices on foodstuffs, the 
people of Belarus can expect another increase in prices— 
this time on manufactured goods. 
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AZERBAIJAN 


No Processing Plants for Sugar Beet Crop 


944K2313A Baku BAKINSKIY RABOCHIY in Russian 
9 Sep 94 p 1 


[Staff report under the “Attention: A Hot Problem!” 
heading: “The Sugar We Lose’”’] 


[Text] Sugar beet harvesting will begin on a massive scale 
in the second part of September. This is the third year 
since Azerbaijan started growing it on an industrial scale. 
Kolkhozes, sovkhozes, and individual farmers do not need 
to be persuaded to grow it. Many people even grow sugar 
beet on house-adjacent plots at their own initiative. The 
area planted with it increases continuously: It is currently 
grown in 23 rayons and Nakhychevan. This crop, which is 
new for Azerbaijan, produces an excellent yield. Our beets 
have a higher sugar content than the average in Russia. In 
Nakhychevan, a record 20-percent level of sugar content 
was reached. 


It is expected that this fall almost 60,000 tonnes of sugar 
beets will be harvested in the republic. This means an 
after-processing yield of at least 7,000 tonnes of sugar— 
approximately | kg per each inhabitant of the republic. 


However, keeping in mind last year’s experience, we 
should not count on this yield of finished output. 
According to the data of the sugar industry administra- 
tion of the republic Ministry of Agriculture, in 1993 the 
sugar beet harvest amounted to 50,000 tonnes, but the 
sugar yield was only about 1,000 tonnes— 
disappointingly little. 


Why so little, one may ask? The republic does not have 
the capacities to process sugar beets, so they is sent to 
Iranian sugar-processing plants. What is the result? First, 
of 50,000 tonnes of beets only 15,000 were shipped for 
processing. Not everybody could afford the high trans- 
portation expenses, customs and other duties. More than 
two-thirds of the sugar beet harvest, alas, had to be used 
as cattle feed. 


Second, let us note that the neighboring country’s enter- 
prises quite legitimately keep a certain, albeit not signif- 
icant, share of sugar as payment for the processing. In 
addition, we lose the by-products of sugar beet process- 
ing—molasses, which is the base input material in yeast 
production and is always in tremendously short supply; 
and oilcake, which is acutely needed in animal hus- 
bandry, poultry-breeding, and on fish farms. 


As we can see, this results in tremendous losses for the 
republic economy and our citizens’ budget. Especially if 
we consider that the current retail price for granulated 
sugar is more than 700 manats per kg, and lump sugar 
costs more than 1,000 manats per kg. 


The situation would change dramatically with the start 
of operations at two sugar-processing plants in Azerbai- 
jan. Two years ago a decision was made to build three 
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such enterprises in different regions of the republic. 
However, the undertaking never got beyond lot alloca- 
tions and initially excavation work. When even one of 
these mini-plants—which, judging by world experience, 
do not take that much time to set up—will get on line is 
anybody’s guess. 


Let us go back to the question of transporting raw 
material abroad and the finished product to our rayons 
and villages. It is hardly expedient for every beet- 
producing farm to transport sugar beets to a neighboring 
country through its own efforts, individually, and later 
receive their share of the finished product—sugar—right 
there at the plant. It would probably be much more 
expedient to set up organized shipping of beets and 
distribution of the finished product. 


While in possession of unquestionable potential riches, 
we still use them poorly and continue buying very 
expensive granulated and lump sugar abroad for hard 
currency or through barter at terms far from always 
favorable for us. 


Budget Deficit Increases 
944K2382B Baku GUNAY in Russian 21 Sep 94 p 1 


[ANS-PRESS report: “Azerbaijani Budget Deficit Is Up” ] 


[Text] The income part of the Azerbaijani state budget in 
January-May 1994 amounted to 45.8 billion manats, and 
expenditures from the state treasury for the same period 
were 65.7 billion manats. Thus the state budget deficit 
for five months of this year has reached 19.9 billion 
manats. Reporting on this, Deputy Minister of the 
Economy of Azerbaijan Agil Efendiyev added that for 
the first half year of 1994 income for the state budget was 
63.7 billion manats, expenditures—95.6 billion manats, 
and the deficit was 31.9 billion manats. In July of this 
year these indicators amounted, respectively, to 81.9, 
141, and 59.1 billion manats. This means, A. Efendiyev 
reported, that the state budget deficit increased monthly 
on average by approximately 20 billion manats. 


Independent Azerbaijan Party Backs Aliyev 
944K2382C Baku VYSHKA in Russian 17 Sep 94 p 2 


{Unattributed report: “Party Assesses Situation in Azer- 
baijan’’] 

[Text] How does the Independent Azerbaijan Party 
assess the current sociopolitical situation in the republic? 
A press conference given by Nizami Suleymanov, 
chairman of the party and president of the National Arts 
Academy, was devoted to this question. The leader of the 
PNA [Independent Azerbaijan Party] expressed support 
for the activity of the leadership of the republic, first of 
all of its president, directed at a peaceful settlement of 
the conflict in Nagornyy Karabakh and a speedy end to 
the war, and gave high marks to his successes in internal 
politics which, in his words, are explained in no small 
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degree by the strength of the personal prestige in the 
world of Gaydar Aliyev himself. 


Two Tonnes of Narcotics Confiscated 
944K2382A Baku GUNAY in Russian 21 Sep 94 p 1 


[ANS-PRESS report: “More Than Two Tonnes of Nar- 
cotics Confiscated”’] 


[Text] More than two tonnes of narcotics were confis- 
cated by employees of the united police dog kennel of the 
MVD [Ministry of Internal Affairs] of Azerbaijan in 
August 1994 alone. According to information received 
by the ANS-PRESS agency at the kennels, of the amount 
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confiscated, 1,500 kilograms were confiscated in Balak- 
ene, 550 in Gusary, and 70 in Imishli. In all three cases 
Azerbaijani citizens tried to take narcotics to Baku. An 
investigation is being conducted at the present time into 
all the facts of the detection of the narcotics. 


For your information: 


The united police dog kennel of the MVD of Azerbaijan 
is situated in Nasiminskiy Rayon of the city. It keeps 
dogs that are specially trained for the detection of 
narcotics and explosives, and also for the investigation of 
state and apartment thefts, murders, and various other 
crimes. 
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